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re-tad NOMINATION OF JOHN &, McCONE TO BER
DIRECTOR OF CENTRAL INTELLIGENCE Ao
Thursday, January 18, 1962
Unlted States Senate,
Committee on Armed Services,
WJashlngton, D. C.

The Committee met, pursuant to notlce, at 10:30 ot!clock
a.m,, In Room 212, Senate Office Building, Senator Richard B,
Russell (Chairman) presiding.

Present: Senators Russell (presiding), Stennls, Symington,
Jackson, Thurmond, Engle, Bartlett, Cannon, Saltonstall, Smith
(Maine), Case, Bush and Beall.

Also present: Harry L. Wingate, Jr., Chief Clerk;

Herbertv 3. Atkinson, Assistant Chief Clerk; and William H.
Darden, o the Committee Starf.

Chalirman Russell. The last nomination, as I stated a
few moments ago, because of circumstances would not be considered
flrst.

That is the nomination of Mr. John A. McCone to be
Director of the Central Intelligence Agenesy. ~—~

It is particularly Interesting in thls period through which
we are passling, this offlce 1s perhaps second only to the

Presidency in 1ts lmportance.
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I am sure that mosf of the members of the Committee will
remember Mr. McCone from his prior services with the Government
'as Under Secretary of the Air Force from 1949 to_1950. He
then served as Chalrman of the Atomlc Energy Commission, I
bélieve, beginning 1n 1958,

Mr. McCone, your nomination 1s an indication that the
Preslident of the United States Imposes speclal trust and confi-
dence in your abllity. We are glad to have you here this morning.
We hope that you will give us a statement as to your views as to
Tthis office and as to your background .

Before you begin that statement, though, Mr. McCone,
Senator McCarthy, if you will pardon us, Mr. McCone, Senator

MeCarthy wlll make his statement at this time.
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STATEMENT OF THE HONORABLE EUGENE J. McCARTHY

UNITED STATES SENATOR FROM THE STATE OF MINNESOTA

Seriator McCarthy. Mr. Chalirman and members of the Com-
mittee:

As the Chairman of your Committee has Indlicated, this 1s,
in my Judgment, one of the most important confirmations which
the Senate 1s called upon to make.

This Commlttee 1s, of course, charged with the primary
and inltial responsibllity of acting for the Senate in consider-
ing the fitness and the qualifications of a Presidentlal
nominee for confirmation by the Senate as the Director of the
Central Intellilgence Agency.

The actlon of the Senate under its constitutionally
defined responsibilities will, as the members of this Commlttee
know, depend primarily upon your recommendation. In my opinion,
this appolntment for confirmatlon ranks ahead of most Cabinet
confirmations for a number of reasons:

Because of the lmportance of the work of the Central
Intelligence Agency, because of the relative freedom of action
which 1s given to the head of the Central Intelligence Agency
and to his subordinates, because of the lack under existing
practice of any kind of contlnuing directlon or effecﬁive review
of Central Intelligence Agency by the Congreés, itself.

I have in the past supported and advocated establishment

of a Joint Committee of the Congress to exercilse some kind of
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continuing supervislion over the activities of this agency, some-
what in the same manner that the Joint Committec on Atomilc
inergy does operate. If such a Committee or a comparable
Committee existed, the choice of the head of the CIA and the
Senate confirmation would not be as eritical or demanding.

There 1s at the present time no regular or normal procedure
In existence or in use today by which Commlttees of the
Congress and the Congress, itself, are consulted or regularly
informed on Central Intelligence Agency activitles.

During a dlscussion of a proposed Jolnt Commlttee on
Central Intelligence on the floor of the Senate on April 9,

1956, Senator Mansfield asked, "How many times does CIA request

a meeting with the particular subcommlttees of the Appropriations |
Commlttee and the Armed Services Committee," to which it does
report somewhat irregularly.

Senator Saitonstall, a member of both Committees, replied:

", . at least twlce a year that happens in the Armed
Services Committee and at least once a year 1t happens in the
Appropriations Commilttee. I speak from my knowledge during the
last year or so. . . .M
Inteiligence activities raise speclal prohleﬁs and need

special attention, In an artlcle in The New York Times Maga-~

zine (May 21, 1961), Herry Howe Ransom wrote:
"Whatever one's views, the existence of a secret bureaucracy

poses speclal problems in the American system of government.
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Knowledge 1s power. Secret knowledge is secret power. A secretb
apparatus, clalming superlor knowledge and operating outside

the normal checkreins of American democracy, 18 a source of
invislble government."

Charles Wllson, as Secretary of Defense, descrilbed this
danger at a press conference in 1957 with these words: “Wou
see, what I get for my purpose 1s an agreed-on intelligence
estimate. . . . I have to take that, or I would have to bore
through an enormous amount of detalil myself to try to say that
they were wrong or right. . . . I accept what they say. . . ."

Hanson Baldwln, as military commentator for The New York

Times, wrote In his column of January 15, 1956: "If war is
too Important to be left to the generals, 1t should be clear
that intelligence 1s too Important to be left to the unsuper -
vised."

Walter Llppmann, looking at the same problem from a slightly
different polnt of view, wrote soon after the recent change of
personnel in the State Department that reform of the CIA should
seem easler and more necessary. "For," he said, "the CIA should
cease to be what it has been much too much, an original source
of American foreign policy. That is what has gotten it into
trouble, and that 1s what needs to be cured,®

Mr. Allen Dulles once sald: "In intelligence you have to

take some things on faith." I acknowledge the truth of thils,

but also acknowledge and insist that faith is no excuse for
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lack of knowledge, for fallure to seek out facts, nor is it to
be accepted as a convenient excuse for avolding responsibility,

If Walter Llppmann, Harry Ransom, Charles Wilson, and
Hanson Baldwln are right, Congréss must be concerned since 1it,
along with the Presildent, has responslbllity for determining
foreign policy.

Mr. Chairman, 1t is sald by some that changes that have
been made, or will be made, wlthin the administration and within
the organlzation of the CIA itself will so change the role of
the head of the CIA that the office will be less significant
than 1t has been 1n the past. There are some who say that all
slgnificant policy decisions relating to the CIA will be made
in the White House; others say that the Pentagon will become
more important, According to Chalmers M. Roberts, men close
to the President polnt out that "there will be so many checks
and balances" on his operation "that there is no need to
worry,"

Mr. Chalrman and members of the Committee :

I think that these are important statements and state-
ments which this Commnlttee ought to run down %o see what
organizations are intended and what the effect of such reorganiza-
tions or changes and transfers of responsibllity may be on the
operation of the head of the Central Intelligence Agency.

On the other hand, it has been said that the role of CIA

may be expanded and that the CIA wlll be operated even more
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seceretly in the future than it has been in the past. If this ig
the case, the Committee, it seems to me, should be doubly con-
cerned because certainly the operations of the past have beén
guite secret.

In any case, as Director of CIA, Mr. McCone will take on
great responsibllities and acqulre great powers which, at least
insofar as Congregs 1s concerned, he can exercise with little or
no supervislon. Under the law, he can wlthhold "titles, salariles,
or numbers of personnel employed by the Agency." He can approve
the entry into the Unlted States of certain aliens and of their
famllies, subJect to concurrence of the Attorney Q@General and
the Commissloner of Immigration and Naturallzation. He will
have authority to expend funds without "regard to the provi-
sion of law and regulations relating to the expenditure of
government funds" on vouchers certified by him alone.

These are unusuval powers, and powers which Congress
traditionally has not ylelded easlily. But they are, I think,
necessarily granted wlth reference to the operation of the
Central Intelllgence Agency.

A part of CIA's work 1s the preparation of the national
intelllgence estimates which are used as important guldes in
the formulation of forelgn and defense policy. CIA 13 an
evaluator as well as a collector of facts. This agency should

find and present the facts as they are and Interpret fhem with

full objectivity.
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Tﬁe Director of CIA is, under exlsting practice, Chairman
of The United States Intelligence Board, The Director nas changed
the procedure and asks that the Deputy Director of CIA sit as a
member of the Board while he presldes. Other members of the USIB
are General Carroll, representing the Defense Department; the
intelligence components of the Army, Navy, and Air Force;
representatives of the Natlonal Securlty Agency, the Atomlc
Energy Commisslon, the IFBI, the Joint Chlefs of Staff, and the
State Department.

The head of the CIA briefs the Natlonal Securlty Council
at each of 1ts meetings and 1s always asked to remain for the
ensuing discussion. Although the head of CiA is not a member
of the NSC, he does remain and participétes in the discusslons,
as a matter of usual practlce.

Theoretlcally, the President -~ with occaslional help
from consultants -- controls this powerful, huge, and expenslve
Central Intelligence Agency. But the President is the nominal
head of hundreds of agencies; he cannot be kept fully informed
at all times of the activitles of each of them. Consequently,
very great pouwers are vested In the Director of Central Intelli-
gence. How these powers have been used and how they are likely
t0o be used are most Ilmportant questions.

It asks whether the Central Intelligenée Agency iﬁ ﬁhe past
has carried out actlvitles wlthout constitutional Justiflcation

or without the authorlity of statute or of resolutlion or of treaty
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commitments. Whether these activities or operatlons turned‘out
well or badly, whether they In the long run or in the short ™un
advanced or 1mproved the position of the United States, in a
sense, 1s secondary to the basic question of legality or con-
stitutionallty of procedure.

The CIA is credlted with having helped to oust Mossadegh
from the premlership of Iran in 1953. History has not yet clearly
demonstrated that thls was the wisest pollcy. But 1t seems as
though 1t was reasonably good. But the question of both legallty
and authorlty of the CIA in thils action are open to questilon,

CILA takes credit for the overthrow of Dr. Arbenz as
President of Guatemala in 1954, So far as one can Judge, this
appears to have been deslrable, but, again, it is difficult to
establish any Jjustification in law oy treaty or even tradition
for this action., It is certalinly impossible to establish that
there was any concurrence on the part of the Congress in this
aqtion.

It was not sanctioned by the United Natlons or by the
Organization of Amerilcan States, certainly not under the NATO
treaty organizatlion, there was no Congressional resolution, and
1t seems impossible to extend the Monroe Doctrine to cover
this action.

The policy declsion involved in 1960 in supporting General

Phouml Nosavan's move from Vientlane, helping him equip an

army in the south to remove Souvanna Phouma from power rather
Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3
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than joln the cabinet as Viee Premier was, lnsofar as I know,
without any sanction execepting that he, Phoumi Nosavan, had
declared himself to be positively on our side and Souvanna
Phouma was a declared neutral.

The U-2 flight raises some questlons of prudence, but does
not raise, in my Jjudgment, questions of legal or constitutional
Justification as some of the other actions do.

In the case of the invasion of Cuba this year, the basic
questlon of justlfication would remailn even though the invasilon
had been a success.

Mr. Chairman, the Constiltution quite clearly established
that the Congress has a part in deélaring war. The Senate
particularly must be involved in the determination of the nature
and aspects of forelgn policy. War i1s seldom declared 1n the
modern world. There are defensive actions and police actlons.
Nonetheless, the Intention of the Constitution stlll runs to the
end that the Congress has part and responsliblliity in the deci-
slons to enter upon actions to control or to overthrow the
governments of other nations.

Congress has acted to give the President authority through
the United Natlons. It has granted him wide authorlty under the
NATO treaty and somewhat less ¢learly under the SEATO treaty.
The Congress approved the Middle Rast Resolution in anticipation
of the Lebanon action.

I believe that there 1s need for consultation with Congress
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by the President or his agent and beyond that of some form of
expresslon of the will of Congress in major declsions relating
to war, either hot or cold, when authority 1s not clearly pro-
vided for under existing law or treaty. A Joing Committee of
the Congress on Intelligence may not be the best means, or the
whole answer, but I know of none betbter that has been proposed.
Consultation with some members selected by the Executive Branch
or consultatlon wlth members who are on Committees somewhat
related to the actlon or field of action does not, in my
judgment, satisfy the constltutional test. Men chosen by the
Congress itself as its representatlives and spokesmen should
particlpate in these decisions, as would be the case in a
cabinet system of government.

I do not expect a Joint Committee on Intelligence to be
approved in the very lmmedlate future, nor do I see the
posslbility of developing an alternative method for supervision
or control by the Congress in the Immedlate future. The cholce
of the head of CIA is, therefore, of great Importance.

The man selected to head the CIA should, I belleve, fully
understand and appreclate the great powers which are given to
him and be aware that, at least in the past, elther on 1%8 oun
declslon or with executive approval, the CIA has carried on sone
actlvities which were of questionable constitutlonality. He

should realize, too, that in the future he may be called upon

or challenged or tempted to conduct simllar operations. The
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Dlrector of CIA should be sensiltive to the danger of such pro-
ceedings. I hope that this Committee wilil make inquiry as to
the awareness and the concern of the cuérent nominee with
reference to these basic conslderations.

A man selected to be the head of (CIA should, 1f possible,
be expérienced In Intellligence work. He should be a good admin-
Istrator. He should have an adequate understanding and aware-
ness of the problems of foreign policy, of the difficulties and
complexitles. He should be concerned as to the ethics of the
methods andrmeans by which he, his agents, and operators seelk
their goals, elther iIn the gathcring of Information or in carry¢ng
on what have come to be called Central Intelligence Agency opera- -
tions. And, finally, he should be a man who is self-possessed,
restralned, and detached,

What are the qualificatlons of the nominee with reference'
to these slx general areas of qualifications?

I will not attempt a judgment or recommendation wilth regarad
to the question of experience in intelllgence, as there are no
clear standards that can be applied. On the record he has hadg
experience with securlty methods as Chalyman of the AEC and
has been involved, or at least consulted, in the intelligence
activities related to that Commission.

Hle has the reputatlon of being a good administrator. This
1ls a reputation held by many who come into government. The

Committee can form 1ts own Judgment on this point without comment
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Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3
13
or advice from me. I have noted, however, that the new Chalrman
of the AEC has announced some changes in policy and administra-
tion. I assume that these are mlnor changes.

The questlon of knowledge of foreign polley is one which
can be pagsed upon only 1ln very general terms -

Senator Symington. Would the Senator yleld at that point?

Would the Senator explain to the Senator from Missouril as
to what the pertinence would be as to whether the changes were
ma jor or mlnor?

Senator McCarthy. The point I was making was that the new
Chairman of the Atomlc Energy Commlssion has issued a statement
abouf_administrative changes which he 1s bringing about for the
purpose 6f greater efficiency in the administration of the
agency.

It is really In the way of an aside because I have no
criticlsm of the administration of the Atomlc Energy Commission
by Mr. McCone.

Senator Symington. Would the Senator from Minnesota yield
for another question? |

Senator McCarthy. Yes, I would be glad to yield.

Senator Symington. Would the Senator from Mlnnesota obJject
to the effort of the new Director of the Central Intelligence
Agency to make those changes whlch he thinks are necessary to

lmprove the efflclency of that agency, regardless of what they

have been In the past?
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Senator McCarthy. No, I do not object.

sSenator Symington. I thank the Senator.

senator McCarthy. The question of knowledge of forelgn
policy 1s one which can be passed upon only in very general terms
and by very subjective standards. T would feel more confident
in passing on this appointment 1f there was a more extensive
record of the views of the nominee.in the field of forelgn
policy. He is, according to one columnist, hard-bolled; of

molten temper, accordlng to the London Economist; a tough man,

according to Newsweek; hard-driving, according to the Wall Street

dJournal.

————_

These are not undesilrable qualities in thé head of any
agency and not undesirable, I would say, in the head of the
Central Intelligence Agency. They are not, I am sure, the only.
quallties, or the only good qualitles possessed by the nominee
belng considered, but these have been emphasiZed.

These are the qualities that have been especlally stressed
in newspaper comment.

Taken by themselves, they are not enough to qualify a
person for this difficult and sensitive office. I might observe
that these are essentlally the same characteristics attributed
to Charles Wilson when he took over as Secretary of Defense some
few years ago. I belleve they were also attributed to his
Buccessor, Myv. McElroy. ASsuming that both poszessed these

characteristics, and acknowledging that such charaeteristics
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might.better qualify a man to be Secretary of Defense than to

bz head of the CIA, i1t must be acknowledged that neither of the
two men has bcen marked by history, at least as of this time, as
great and successful Secretarles of Defense.

There are two points in the public record of the nominee
which, I think, bear significantly on the question of whether he
should be conflrmed or not confirmed.

The Director of the CIA should be more interested in
finding evldence and passing objective Judgment on 1t than in
attempting to polarize opinlons on supporting a set position,
From the earliest days of the atomlc program, as you, the
members of this Committee, know, there has been a great contro-
versy on the question of weapons control. Much of 1v 1is un-
published and hidden from public view.

The controversy roughly has been divided into two posi-
tions: on the one side there were those who advocated a more
Intenslve and a more extensive program, sometimes called the
"pilg bomb" group and advocates of "massive retallation"; and
on the other side, the supporters of limited veapong, mora-
torlums and controlled uses of atomic weapons,

Mr. McCone has been outspoken in his opposltion to an un-
policed moratorium on nuclear weapons testing and has publicly
issued strong warnings of the danger to the Unlted States if

we dld not resume testing.

These are vlews which are defensible and here held by
Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3
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many. The question I ralse 1s not related to the rightness or
the wrongness of this polnt of view, but rather to the point of
whether; as Chalrman of the Atomlc Energy Commission, Mr. McCone
did attempt to influence oplnilon in support of his position

and as to how he undertook to achleve this objective, if he

did.

The antl-moratorlum group was restless and restive during
the weapons mcratorium. There was information in the press,
supposedly galned trhough leaks from the Atomic Energy Commlssion,
which, in the opinlon of some, was harmful to our disarmament
negotiations at Geneva.

During the last year of the moratorium, there were a number
of printed reports, usually from undisclosed sources, whlch
suggested, though they did not posiltively say, that the Soviets
were conducting clandestine tests. It has been reported that
President Elsenhower was so upset over these reports occurring
during his Admlinistration that he ordered one or more Investiga-~
tlons. I assume that i1f this 1s true, that the information
gathered by the investlgatlons and through them is avallable
to the Commlttee, and it could be used to determine whether
there were leaks and what the sources of them were and what
bearing they may have had upon policy positions or what bearing
they may have upon the question before this Commlttee.

The second incident, 1f it can be called such, bearing

upon this question arose in the course of the 1956 campalgn when
Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3
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the Democratic candidate for the Presidency raised the issue of
a moratorium on nuclear testing. This proposition could quite
properly be made a campaign issue, and 1t was. But because the
proposal was of such great importance, anyone raising it as an
lssue or discussing it in a campaign had a speclal responsi-~
bllity, I think, to present hils own views most carefully, and
an even greatey responsibllity not to distort the views of the
others.

Gventually, ten professors at the California Institute of
Technology entered the controversy in support of a moratorlium,
They published a letter, signed 1t, and identilified themselves as
members of the faculty of the Institute, although they stated
quite clearly that they were not Speaking for the Institute.

I submit for the record the names of these 10 professors, a
number of whom have been active in the Oakridge plutonium ang
other atomic energy research during the war,

And I would like to submit for the record a copy of their
statement, as well as a copy of a letter which Mr. McCone sent
to them when this controversy arose.

(The documents referred to are, as follows:)
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FOR INSERTION IN THE RECORD
STAM%‘D?&‘ o TN SC.IF.’«Z‘Z’TL‘ISTS Cf} ATOMIC TESTING
Published in “los Augeles Timss", October 15, 1956
For some time Governor Adlal Stevenson bao weged thet the United States

teke the lewd and venovmee furtiher H-bosd tezts for 28 long o time as othey nations

~kewise veixsln from testing uhsee devices. This sugzestlom hos been atlacked as

advoenting o dengevous vallateral action which would pesnit the Russizns to set

ahead of the Unlted States ln nuclear technology. In owr opinicn-these eriticiems

have llttle validity and give loedeguate sttenticy Lo the remsomirng that lies

beﬁinﬁ tae propossl or to the urgsucy of daaling imedintely and effectively with

the perll het confronvs the world &8s e zesult of the existence of the Eeboub.

Today ve are csught in o nrelesr aymtnents race thut threatens’ *0 enguld the
world. Ho ewd of this rt;ce is yot in sight. 2o nstions have elrecdy exploded
hydrogen devices, a third will do so i & fay months. Within & short time it is
likely that sny cowatries nge aod sunll will possese this capability. With the

commltyent 0f move and more matiomal grseuals to this type of warfave, internationel

~ costrol becones imcressingly difficult. Even iz owr own cotntyy our militery

estadlishrent ias becoalng nmove &pd mors Sependsie upon nuclear weaponry apd the
tima will scon be upon us wiep even 2 limited military action must inevitably ‘
&riva me‘ into nuclear war.

’S.‘ir;e' i runalng out, with aa injlacebility %hat we iguoore &t our peril. Yet
afber 10 yaurs of mg;ot‘ia“cion, tre world has no other guamtée of survival thag
the teauous hope that so matiom will puil the trigyer for Pear of carmitting
arelonnl svieilde. | '

v iz a;}.v};cs:«m to us that My, Stevenson's prorocal night bo a usalul wuy e get

The regetiavions out of the deadloek stege by tehing » obtep walch weild nob

- endonsor ovy secweliy, shich wowld is mo wuy binder cothex areas of mucloaw rgearch.

winleh could not be Joleyed indafinitely by seguilatlons ernd whieh would nave a .
very veal cignificonce 0 mest wailons throughous the wordd. At the very least

the propcssl is one that should be widely dototed awl Alsewssed for ths cuvious

reegon thatk the control of welevr weanons s :y;l‘{;'sl to ove awrvival,

LaGitiona) advantages of oush ¢ utop woenrld be:
(1) It would Gecrease owy erpoours to vodiosetbive Pallout and 1Us zasveinted

GATZAND
{‘21 Yo oalgee poatpene ths L vbhen $ere will Do weny netions whichd nowoops

proceieal B “bewh experiesce.
»{‘ ;

D
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October 15, 1956

D Thomas lewritsen .
Celiforaia Institute of Techuology
Penudena, CaliYomia

Denr Dr. Lourisacas

This worning I read with emezeneut your statement. It ccomed to ume
the avgonents you use concerndng reuocuncing the H-boub teats are without

Cvelldlty. Indoed, your srguments completely support the positicn of Presidznt

Eloerhower ond his adminigbratlon that experimentatfon and tests must contines
wntil o systen of international control is daveloped.

You menbion Forelgn Minlster Shepilov's statementn of July 17,
sugpectiag ebondonlng of band fesis; but vhat you Lail to nznticn is that on
slinent the day Mr. Shepilov mede the stetement the Russiens weve couducting
avclser tasts in the iaterlor of Siberia. '

-

Tou, Drx. lauriiser, and your sssociaites know the lesd time required
sorGues e test.  You kaow that olest e year must traospiras from the
pz the test ix decided uwpon until it is made.. This yeor iz ccusvimed in
ing, esosibliing materlal ond constirvetion and, ZFinally, in the byrans-
ctedion of Ghe device to be tosted. Now, if ve meke a wnilaterel decision
Coohype yow and your azsaclates advocate end then Mr. Shepllov does as
¢id last July ~ twns arowd and sets off & Zew hydrogen bazbs in thelx
owr testing groved ~ vhere do we otand? The spsusr is simple. We bave loet
& yeer; we are behind in the race; all of the dangers which you enunmerate
in your press velesse bave veen multiplied; valucble tiwe has besn 1ost;
& reckloss deelsion buo been taken end the securisy of Awmerica ploced in

Jeopordy becsusz of iU,

You point oub that we ere ceught in e nuelear sywersune woce, that
e fe yunning oub and thet sothing s Uelny done to tavest ho cotipetivicn
io luds Tield between nations.  You knov thatiFresidont Dlesdiowar wenbd o
Genove dn mix effort to-solve the disovuesent guesilen. Yeu imiow thot
Sy Bliles has nmet repestedly with the feoreizu Diniesurs of other

Ty

les, including fussin; din attewtlog to finé e ressonable answer 1o the
disranemgent problen. You kiow that the United Hetloos hes bed Zoe committseo

o Clrormanment lu aluost continwous sescion duving recent yeoara. You knew

zith Biverbovsr ploced M. Stassen in his Cabinet cud wssigesd him

1y to the tapk of tindisg on angswer to the dlssvmuont viddlic., You

st What J4 netions ave now weeting in New York Durihering our Fresldcntto
N cn pregran.  You Xnow of theaes actlons but atill you state

o wumiing out and Infer nothivg is being done. How do you recon-

caition with the foete es8 I have ocublined them?

fowr statement is obwicusly desigred to cyento fesy in Sle atnds o
afoumed Tuat zadicactive fallout from H-woudh tests cndam s Life,
¥, At you baow, the Natlonol Acadery of Belencss hos 1osied o repcyd
thin year complebely dlascounting ouell dangeyr. Also yvou lrow from your olons
coutest with fhe tests thet one of tne dmportent objeets of them fa on :

o tedmiiques Loy pedvceiryg fallout. The tests #re Ho ve appiauded
¥ than ¢ritleized on thils portlevder growmd.

£8

Fouwre proposition thet postponewent of tests will 4clxy the bine b
' ations night pessess practleal H-Laidd exparience peems €0 have no
foundavion. I fachk, 4t iz ea srgwent that has for scveral yeurs hiea n
vl of Boviet propogauds snd you apparently huve bean takan
wrepnganda. Vo nation, frlendly or wvalpicadly,; has so muceh en
ot cue testy are stlunlating thelr work ov, on the contrury, timd
rersl decizion on ovr pert to abanden tesis world ceosg thon to decronye
Toety emphacio on bond evelopneat.
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&z fan op our prestige in Western Buvope 45 copcewnad, I heve opond wueh
mosre time In Burope during the »oot 2 yewrs than you bave and bave bozn in touch
with the civillen o uillitory offiecinls of proctically wll Waestewn Lurops
govarpmends cad T eon tell you Lxon pereonal lrowleSge Ghant otw cenduet of tooby,
F-bouwb ov other nuclesy Qovices, Is not al issve vith cur prestise fn Westsrn
Buzope. : .

Yoeu nfer that cw Govercaent shlelds oww poeople frar Yhe rpeplisies of liw
dannecy thich condvont us. Thidls upression is folse. Pwesidont Risephower bap
vapaahally wined w3 of thase dangays. Sceretery of the Aly Force Quasles doalt
with tho guestlon ot lepgth in addveeeing the Worldd Aldeivs Council do Do Avgelos
on lzot Yedneolsy. Scverctory Willecn denlt with 10 laest might on TW. Secrebovy
Pualies Les diocussod the Jeraer Wloe ond time ogelin. . Peterson of the 090lce

{ivillen Dulfsose has crisp-evocsad the country for % yours wesping of ihe vewy

24,

:

Cdopgers off which you gpeck. Vice Freasldent lfixmcn hes discuesed tho subjleet in

o Avzaleos and cleovhove fun the United Btates on many occisicus.  The comstay
Ire beon stvised dime and $ive zgedin tust cthors hove developod the H-hond end
e A-Dovh, that they sye bullding up oucckniles, whal thay huve sizverafc to
Jdoatsymy taon
A

River Hen.e  Our seople have boun vopostsdly werned of the dongors - nob

shiielded Yrou Yhe facts oa you inder.

@ : o
atrewy, 3t pives tie adveniage ©o Guar advoroany
A Geeneeses the donger of fnexice and the soowr

TWOTTY

ARCI

izlon of the type you recowmannd might Lo I
v Zore fop uc the preeiovs fechmicnld edvontose we
sEonee e wowid 3nd owwalves in tad
Ghoh, Dy. Rovert Oppenhedwor, o fow yours age and obawdoned
Hubonny.  Rawcersis end Repuidllicuns pills i
wogaw dke folly of suck thieking. I en sure The move

1V 20 exvrene horevds o oud nablonel oo

i

shendfeadly bebitd o poliey of dirormorsst whon we veu
whions for o gefo ond proper procedwre of dnspection
ap we oke our gmard dowm throngh sgroensab -
s This Presidont Zisonhovwer hns eivocatod :
& %o be als pollay &nd you, wiortunately. nave conly
vour prasse velonoe.

Fours very wwly,

Jomm AL Haloone
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Senator McCarthy. Thls same questlion was raised during
the hearings held by the Jolnt Commlttee on Atomic Energy
preliminary to the confirmation of Mr. McCone as a member of the
Atomlc Energy Commission in 1958. In my opinion, the inquiry
was not as thorough as 1t might have been, or at least the pub-
lished reports of the inquiry were somewhat short of satig-
factory.

| It may be that the Commlittee Judged that thls issue was
not so important with reference to the appointment then being
considered.

Followlng the issuance of the statement by the sclentists,
Mr. McCone wrote a letter dated October 15, 1956, to Dr.

Thomas Laurltsen of the California Instlitute of Technology,
which Included the following statement:

"Your statement 1s obviously designed to create fear in
the minds of the uninformed that radloactive fallout from H-Bomb
tests endangers 1life. However, as you know, the National
Academy of Sciences has issued a report thls year completely
discounting such danger." |

Mr. McConets letter makes reference to "a unlilateral
declslon of the type you recommend might be fatal to our country,"
and also states with reference to the posltlion of the scilen-
tists: '"You apparently have been taken in by this propaganda , "
"This" refers to an earlier use of the word "Soviet" propaganda.

I do not know whether the sclentlsts were taken in by
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Soviet propaganda or not.  In my opinion, one should be extremely
certaln that such was the case before suggesting 1t in a letter.
Mr. McCone's Judgment that this was "desilghed to create fear"
was a wholly subJective judgment which would be valid only if
the author could read the minds of the authors of the first
letter. 1In thelr letter the ten scientists clearly did not
advocate "unilateral' moratorium on testing. And thils point
was made clear in the hearings of the Joint Committee on Atomlc
Energy. And, finally, ﬁis Interpretation of the position of
the National Academy of Sciences positlon with regard tb fallout
1s one which has been interpreted quite dlfferently by others.

. .The report was generally interpreted as minimizing the

danger from fallout. The New York Times story of June 13, 1956,

however, headed "Effects of Blological Radiatilon," interpreted
the report quite differently. Thelr story contained this
statement:

"A committee of outstanding scientists reported today that
atomic radlation, no matter how small the dose, harms not only
the person receiving it but also all his descendants."

Tt has been reported that in addition to writing the

~letter, Mr. McCone, a trustee of Caltech, demanded that the ten
sclentists be fired.

Senator Symington. Will the Senator yield at that point?

Senator McCarthy. Yes.

Senator Symington. Does he know that is correct?
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senator McCarthy. No, I do not know that it is cdrrect.
I assume that thils Committee could determine whether or not it
1s true. I have conducted no --

senator Symington. Has he asked Mr. McCone whether it 1s
correct oy not?

Senator MeCarthy. I have talked to Mp. McCone about 1t,
and I have read the hearings that were held before the Joint
Committee on Atomic Energy, in which essentlally the same
qQuestlon was ralsed, and the response of Mr. McCone was that
none had been fired as a result,

But he d1d not say that he had not made the request.

Senator Symington. Did the Senator from Minnesota ask
Mr, McCone whether he had made the request?

Senator McCarthy. I raised the question and in the
language that I have stated %o the Senator from Mlssourl, and
I assume that 1f he wishes to make a positive statement on 1t,
that he would have responded at that point.

Senator Symington. Did he imply that he had done 1t°?

Senator McCarthy. I would not say that he lmplied one way
or the other.

Senator Symington. But you asked him the questlon and
he was evaslve in hls reply?

Senator McCarthy. I did not say hé wag evasive. I say
that I ralsed the subject and I could not say that he responded

and I am sure that he knew of my concern.
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senator Symington. Would the Senator state for the record
what he asked the nominee?

Sénator McCarthy. Well, the nomlnee and I discussed this
general question of the sclentlists and the controversy betweéh
him and the scientists, and he suggested to me, and had sent
up to me, marked hearings of the hearings which were held before
the Joint Committee on Atomic Energy.

Senator Symington. I am sure that my able friend from
Mlnnesota would not want to leave the Impression that he had
asked Mr. McCone as to whether or not he had demanded the reslg-
nation of these scientists for taking this political posliltion?

Senator McCarthy. No.

Senator Symilngton. But that Mr. McCone had refused to
reply?

Senator McCarthy. I do not think I have implied that.

1 suggest in my statement that this 1s a proper quéstion for
this Committee to ralse, iIf it wishes, or %o Ingqulre into in
private., There has been no private investigation.

Senator Symington. I thank the 3enator for his courtesy
in ylelding.

Senator Smith. Mr. Chalrman?

Chalrman Russell. Senator Smith.

Senator Smith. Mr. Chairman, I would lilke to suggest or

request that Mr. McCone at the conclusion of the prepared state-

ment be permitted to reply to Senator MeCarthyts questions
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befére the Committee starts its qQuestioning.

Chairman Russell. The gentleman is permitted to do that
by unanimous consent, but, as a general rule, questions that
are propounded to witnesses before this Commlttee by Senators
other than members of this Commlttee are submitted In writing to
some Senator who propounds them.

We do not permlit the examilnation of any witness before
this Committee by Senators who are not members of the Committee.
We do not deny them the information. We glve them an oppor-
tunity to submit their questions to some member of the Committee,
but I imagine that Mr. McCone will feel dlsposed to deal with
these matters.

We can call on him when Senator McCarthy has concluded his
statement.

Senator Smith. Mr. Chairman, what I was trying to indi-
cate was that Mr. McCone would have an opportunlty to answer or
reply to the Senator before we start questioning.

Chailrman Russell. Mr. McCone can reply to any one of
these questions or any ¢harges that have been made, even to the
observations made by all of these persons who have been named
by Senator McCarthy as to some aspect or another of the work
of the Central Intelligence Agency.

Mr. McCone wlll be permitted the very wlidest scope in
replying. We are not golng to cut him off.’ This is a nomination

for a position that is of vital Importance to the security orf
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this country,‘and 1t would be very inappropriate for the nominee
not to make expression of his views or to answer any charges
being made against him that he might desire to make, or any
member of this Commlttee may propound, or any Senator may desire
to propound.

Senator Symington, Mr. Chairman, in support of the sug-
gestion of the able Senator from Malne, inasmuch as in my some
10 years in the Senate thls procedure is somewhat unique, I
would ask unanimous consent now of the Commlttee, Inasmuch as
I have never seen this statement, and it 1s a long statement
and 1t lnvolves a great many statements and, 1n my opinion, some
implications that Mr. McCone would want to answer, I would ask
unanimous consent of the Committee that the statement belng read
by the distingulshed Senator from Minnesota be copled and be sent
to every membef of the Committee, and that 1t be sent to Mr.
McCone, and that he reply to 1t at his convenience as a matter
for the record.

Chairman Russell. We wlll be glad to do that. I imagline
Senator McCarthy willl furnish suffilcient coples and furnish it

%o all members of the Committee.

We want to get into every fact that has any connectilon,
even a remote connection, with the qualifications of Nr. McCone
to discharge the dutles of this office. A4nd if we get 1nto an“

- area where we deal with matters that might be determined classi-

fled and 1t 1s best not to discuss them in the presence of those
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that mlight carry information to the country which would destroy
us, we will go into Executive Session.

We are not golng to rush this hearing.

We are going to gilve Mr. McCone every opportunity to
dlscuss any facet of this matter, and every member of this
Committee will have every opportunlty to propound any questions
they may deslre of Mr. McCone.

Some of them may have to be propounded in Executive Session,
but they will have an opportunity to do that.

Senator Smith. Mr. Chairman, I shall not ask for a unanil-~
mous consent agreement, but I would hope very much that the
Chairman and the Committee would glve consideration %o giving
Mr. McCone the chance to reply to the statement being made by
the distingulshed Senator from Minnesota before the members of
this Commlttee start their questioning.

Chairman Russell. Well, 1f Mr. McCone desires to do that.
I do not think we wlll require him to try to remember all of
these questlions and to answer them. There are a large number of
lgsues raised here.

I have been 1listening as attentlvely as I can, but I would
not undertake to discuss every issue raised by the distinguilshed
Senator from Minnesota without having a copy of the statement
before me.

We are not going to cut Mr. McCone off now. He will be
permitted to reply to anything he wishes to in his statement.
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He 1s an intelligent man. He has had experience with govern-
ment. If 1t gets Into an area where he thinks it is clagsified,
he can sc¢ tell this Committee and we are not going to rush Mr.
McCone.

If he wants to come back thils afternoon, if any members of
the Committee wish him back this afternoon, I am sure that Mr.
McCone will be glad to accommodate the request of the Commlittee
to return.

If we do not conclude this afternoon, we will proceed
tomorrow afternoon. We cannot tomorrow morning because we have
another hearing arranged. But we shall not rush this matter to
a concluslon, and we are not golng to eut Mr. McCone off from
making any statement he sees fit to thils Committee.

Senétor Case. Mr. Chalrman, along this same 1ling of
glving the members of the Committee adeguate information for
basing thelr questions, may I ask:

Has Mr. McCone submitted to the Committee a statement show-
ing his holdings of interest 1n various companles?

Chalrman Russell. I understand we have not yet received
a financlal statement from Mr. McCone.

Senator Case. Mr. Chalrman, in connection with the
confirmatlon of officers for the Department of Defense, this
Commlttee has always requested and received a statement in detail

on that point.

Chairman Russell. This is not the Department of Defense,
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Senator Case.” I recognlze that.

Chalrman Russell. That has been done under the express
terms of a statute that relates to the appointment of the Secre-
taries of Defense.

If any Senator wishes to raise the question whether
Mr. McCone has financial holdings that might influence him in
his evaluation of the information, we will have an opportunity
to ralse that questlon, too. I would remind the Senator that
the conflict of interest requlrements that thls Committee 1lm-
poses on nominees in_the Départment of’ Defense grows out of a
speclal statute, and which does not relate to the Central Intellli-
gence Agency.

I the Committee wishes to apply it to any nominee in the
Central Intelllgence Agency, why, we will have an opportunlty to
declde that questilon.

Senator Case, Mr. Chalrman, no one has stated more
succinctly than the Chalrman the importance of the position for
which Mr. McCone 1s the nominee, and 1t would seem to me that 1f
1t 1s in the interest of good government or in the interest of
the security of the national defense that we go Into these
mattere in connectlon with Secretaries and Assistant Secretariles
of Departments, we certalnly could do no less in the matter of
the Dlrector of the Central Intelligence Agency.

Chalrman Russell. The Commlttee will have an opportunity to.

decide that.
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I said that, in my opinion, this positlion in many respects
ig second in importance only to the President. I know of no
stétute requiring the President of the Unlted States to submit
any statement of his holdings.

Senator Case. That may be true.

Chairman Russell. Whether or not he holds any stocks
with any corporation that might do buslness with the government.
There 1s a statute that has direct relation to nominees in the
Department of Defense{

Now, this Committee will have an opportunity to discuss
that before we take final action on this nomination. We may wish
to apply that rule here. It never has been applied in the past
to the Central Intelligence Apency .

Senator Case. May I Just say this:

In comparing it with the Presldency, any candidate for
the Presildent goes through months and months of grueling cross-
examinatlon by the processes by whlch a President is nominated
and selected, and the public has an opportunity to pass a
Judgment on that.

This 1s here the only testing ground, so to speak, for
the qualifications for the Director of the Central Intelligence |
Agency, and in view of the fact, as has already been pointed out,
that the operations of the CIA do not get the normal review
that many Departments get by Congressional Committees, 1t Seems

to me that at this time, and in this proceedling, we should have
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the Informatlon that would enable the Commlttee to make a proper
and sound Judgment on this matter.

Many of the questions which I intend to ask are related
to the possible confllet of intevest or the holdings that the
nominee has, and 1t would save considerable tlme 1f we had that
statement 1n advance of his holdings so that all members of the
Commlttee might have an opportunity to consider it and direct
any questions that might occur to them growing out of that in-
formation.

Chairman Russell. of course, the Senator well knows that
he has the right to ask any questlons he desires to propound,
whether 1t is relevant or irrelevant.

I belleve In the fullest dilscussion by members of the
Senate and in Commlttees and would be the last to restrain,

The conflict of interest is bullt on the ldea of procurement,
where there 1s conflict of interest when a man 1s enterlng into
contract for purchasing or exXpending public funds for procure-
ment of materials.

Now, the Commlttee willl have an ocpportunity to decide
in Executive Session whether we wish to apply that rule to the
Director of the Central Intelllgence Agency.

I am of the opinlon that the existlng statute does not
apply.

Senator Case. I am not suggesting that. I am suggesting
that I as one member of the Committee would like to have that
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Information as a basis for questionlng and relating it to 6ther
questions whilch I have in mind to ask.

Chalrman Russell, Very weil.

Senator Symington. Mr. Chalrman?

Chailrman Russell. vYes?

Senator Symington. As long as the Senator from South
Dakota brought that up, I would like agaln, as I have many times
in the years past, to present my position,

Untll the Senate itself decides that it would like to know
what stocks were bought and sold by Senators and what thelr in-
come is, and that we in éhis body make a full disclosure of our
own financial activities, espécially as 1s possible for us to
have great influence on procurement matters, in my opinion
far more than the Direétor of the Central Intelligence Agency
has, I am not hearly as interested in this as I would other-
wise be.

If the Senator from South Dakota would like to.Join me
in sponsoring some legislation requesting full disclosure of
us Senators In the Unlted States, I would be very glad to Jjoln
in that bill.

Chalrman Russell. I do not wish to interrupt this dig-
cussion, but we have a witness. We would like to proceed with
Senator McCarthy, 1f we can.

Senator Case. I was merely golng to say a candidate for

the Senate, the same as a candidate for the Presidency, is sub-
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jected to conslderable cross—questioning during his campaign for
nominatlon or for election.

With respect to the point which the Chairman made as to
the conflict of interest being a matter of procurement, 1t is my
belief that the Director of the Central Intelligence Agency
by the emphasis which he can give to the operations of Central
Intellipence, either overt or covert operatlons, could either
protect or neglect various interests of companies in which he
might have an interest, and might color his own judgment as to
where the obJective interest of the United States rests.

Chairman Russell. We are very glad to get the opinlion of
both dlstingulshed Senators. vou may proceed, Senator McCarthy.

senator McCarthy. Mr. Chalrman, if T may comment on the
polnt that was ralsed at the time I yilelded the floor, I, of
course, am certain that this Committee will give the nominee
adequate time to prepare and answer any questlons to the Com-
mlittee that I have raised that the Committee Thinks 1s worthy
of that kind of attention.

I have discussed, I think, every major point in my paper
wlth Mr. McCone or with those whom he asked me to consult wlth.
I hope I have not raised any new question or new issue in my
paper here today.

I I could'repeat, the question of the scientilsts ls, in
my Jjudgment, a most important one. I I searched out the facts

and had them completely sure, I might have raised them in a some-
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what dlfferent way, but I could not do S0.

And, because I think 1t is so important and because'I
think there 1s at least a lack of clarity with regard to this
whole incident, I do think the Committee should inquire into
i1t.

Members of the academlc profession should not face the
threat of firing for expression of opinion, particularly under
the conditions in which I believe these sclentists expressed
their point of vlew in the year 1956; nor should they be
threatened with dismissal on the grounds that they have 1iden-
tifled themselves with a unlversity or an institute of which
they were a part,

1 can recall to the Committee that in medieval time there
was a kind of Institutlon at the studio. These were the
scholars, the people who were supposed to glve thought to the
problems of thelr own time, and they were given a kind of
speclal political immunity and protectlon so that they might
Speak quite freely. And, in my opinion, any threat to this
kind of opinlon of academic people 1In our own time 1ls most
dangerous.

The most recent comment on thig incildent --

Senator Bush. Will the Senator yleld for a question?

Senator McCarthy. Yes.

Senator Bush. Does the Senator see in any of this

business about Mr., McCone any threat to academic freedom?
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Senator McCarthy. Well, certalnly, if as a trustee of
the Callfornia Institute of Technology he undertook or suggested
to the Board that they flre these people because they expressed
themselves with regard to nuclear fallout and the moratorium, I
would think that thils was an unwarranted ihtervention.

Senator Bush. Did he do that?

Senator McCarthy. This 1s the questlon that has been ralsed.
I do not say that he has or not, but I think this Committee can
find out exactly what the facts are.

Senator Bush. As the Senator is raislng the question, 1t
seems to me that he 1s the one who should have found it out.

Senator McCarthy. If you wlll gilve me the investipgators
and the authority, I wlll do 1t. But I think this Commilttee --
this issue has been raised by another Commlttee of the Congress.
Tt has not been satisfactorlly answered. So far as I know, if
this Committee feels 1t has been on the basis of what I have had
to say, on what the record shows, why, well and good. You can
recommend this nominee for confirmatlon by the Senate. Or 1f
you think that the questlon itself 1is not important.

But I do think that at least 1f enough of you concur in
my Judgment that thls lssue 1s still somewhat unclear, that the
Committee ought to try to find out what the facts are, and I think
that the Committee can find out what the facts are.

Mr. Chalrman, 1t is within thls general framework of the

functions of the CIA, with consideratlon to the methods and
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procedures of that agency, and also with consideration of the
character and qualifications of the nomlnee, that this Committee
must make 1its decision and recommendations.

There are, I think, these basic questions to which your
Commlttee should seek answers.

1. 1Is the CIA to be reorganized and, if go, in what
respects.

2. What bearing would such changes have upon the duties
of the head of the CIA and upon the operation of that agency?
And possibly also its relatlon to Congress.

3. What are the vliews of the nominee as to the authority
for some of the actions attributed to the Central Intelligence
Agency in the fleld of foreign affairs within recent years?

4. What is the nominee's Judgment as to methods which can
be justifiably used by the Central Intelllgence Agency?

5. UWhat was the extent of the nomilneets involvement, if
any, in what has been described or reported as "leaks" from the
Atomle Energy Commlsslon withlreference to the moratorium on
nuclear testing.

6. What ére the facts with regard to the charge of the
nomineet!s attempt to have the scientists fired at the Callfornia
Institute of Technology?

Mr, Chalrman, I thank youand your Commlttee for the
couftesy of this hearlng today.

Chairman Russell. @lad to have had you with us, Senator.
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We are all interested in your expression as to the Central
Intelligence Agency. TEven if Mr. McCone's nomination is ap-
proved, we are interested in your analysis of this offlce.

Now, Mr. McCone, you may make such statements to this
Commlttee as you see fit.

Senator Symington. Mr. Chairman, may I ask is there a
printed copy of thls statement avallable?

Chairman Russell. I cannot answer that question., I do
not know.

Senator Symlngton. Does the Senator know?

Senator MeCarthy. I have submitted coples, but this is
somewhat modifled as to my remarks, but very slightly. I will be
glad to leave this.

sSenator Symington. Would the Senator be wllling to have
the mimeographed copy given to the Commlttee so that the Committee
can question the witness, if it is desired, in accordance wlth the
mimeographed copy?

Senator McCarthy. I think the mimeographed copy is accurate
to be used for that purpose.

Chairman Russell. We have a rule as a general proposition
that requires the submlsslon of a statement to the Committee, but
we have never applled that rule to members of the Senate.

Senator Symlngton. Mr. Chalrman, I would 1like to look over .
what was sald with reference to the witness testifying because

my mind could not carry all those detalls in my head.
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Chalrman Russell. The Senatorts entire statement is now
In the possession of the Committee, not only the multlgraphed
statement, but his entire statement, and it will be avallable
to any member of the Committee.

The Senator says that thls is not the complete statement,
but it contains most of the matters.

senator McCarthy. As far as the facts are concerned, it is
accurate, with some grammatical changes and slight modlifications.

Chairman Russell. Before we proceed any further, we willl
distribute this statement. I did not know 1t was here. I am
advilsed that there are not enough to furnish to every member of
the Committee.

The Chalr will make his avallable to members.

Senator Saltonstall. Mr. Chalrman, thls is headed,
Senator McCarthy, as your testimony. Now, is this your testi-
mony?

Senator McCarthy. Yes, ﬁhis 1s essentially the text of
that.

Senator Saltonstall. Thank you very much.

Senator McCarthy. I écknowledge this as the statement.

Chairman Russell., Iet us have order here where all the
members of the Committee can hear Mr. McCone.

Are you ready to proceed now, Mr. McCone?
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STATEMENT OF JOHN A, McCONE, NOMINEE TO BE
DIRECTOR OF THE CENTRAL INTELLIGENCE AGENCY

Mr. McCone. Yes.

Thank you, Mr. Chairman, for permisslon to make this state-
ment to the Committee.

There was circulated to the Committee a day or two ago
& blographical sketch and I would just like to brief it. I
was born in San Francisco on the 4th of January, 1902, and I
have 1lived in California all of my 1ife since then, with the
exceptlion of the time I have spent 1n Washington or elsewhere.

I graduated from the University of Callfornia in engineer-
ing and have pursued engineering or related work since that
time,

Following graduation, I became Interested in the steel
business, in the fabricating and construction end, and durilng
the period of 15 years was actively engaged wilth the Llewellyn
Iron Works and then the Consolidated Steel Corporation, which
was its successor.

In 1937, I resigned as a Director and Executive Vice
Presldent of that company to form wlth my associate, Mr.
Stephen D. Bechtel, the Bechtel-MeCone Corporatlion. This com-~
pany engaged in engineering and construction on a worldwide
basls, and during the war was very actively engaged wilth others
in varlous enterprises of engineering, construection, ship-

bullding, alrcraft modification and so forth.
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During the war I bullt, as President of the California
Shipbullding Corporation, I organized and built the Californila
shlpyards at Termlinal Island which became the second largest
emergency yard of the Unlted States Maritime Commission, pro-
ducing some U475 vessels of varilous types.

I might recall that the experience at that yard, whlch
involved the recrulting and training and.organizing of some
45,000, turned out to be one of the most successful efforts
in this fileld.

Concurrently, at the request of the Army, the Bechtel-
McCone Corporation, of which Ilwas the President, bullt a very
large aircraff;modifiéétiOnZcehter'at Birmingham, Alabama, and
there we edquipped B-2! and B-29 alrcraft for thelir speclal
misslons under directilves from the Air Materlel Command of the
Air Force.

During the war, In addition, we started at the request
of the Maritime Commission certain shlpping operations, and
those have grown since the war into what I might say 1is my
principal personal business activlty at the present time. My
principal business 1s the Joshua Hendy Corporation, which 1s a
shipping company which is wholly owned by me, engages in both
intercoastal and coastwise shilpping, as well as offshore ship-
ping, In the transportation of bulk cargoes such as iron ore

and petroleum products.

I have, as this Commlttee knows, had considerable exper-
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lence in Washington.

In 1947, I was appointed by President Truman to the
Pregldentis Air Pollcy Commission, which produced the report,
"Survival in the Air Age," which for several years became more
or less of the dilrective for the bullding up of our alr power,
and I am sure thls Committee is familiar with that report,

In 1948, I served as Special Deputy to Secretary James
Forrestal. At that time there was no position of Deputy or
Under Secretary of Defense, and I served in what might be con-
Ssidered that capaclty for about a year's time. It was my
responsibllity then under his direction to prepare the first
consolldated budget of the Department of Defense.

In May of 1950, I was appointed Under Secretary of the
Alr Force and served until October, 1951,

In 1954, I was a member of Secretary Dulles' Publie
Committee on Personnel, which engaged in a study of the personnel
problems of the State Department and caused the reorganizatlion
of the Forelgn Service and other aspects of the State Department
activities,

In July, 1958, I was made a member of the Atomic nergy
Commission and immedlately appointed its Chairman and served
untlil January the 20th, 1961.

I have been active 1n a number of educational and philan-
thropic and civic activities.

At the time of my appointment as Director of Central
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Intelligence, I was Chairman and Director of Joshua Hendy
Corporatlon and Panama Pacific Tankers Company, and a number
of thelr subsidiariles,

I was a Director and a member of the Executive Committee
of the Paciflc Mutual Life Insurance Company; a Director or the
Western Banklng Corporation, the First Western Bank of
California, Trans World Alrlines, and the Standard 0Ll of
California,

I resipned from all of those dlrectorships and offlcer-
shlps. |

(The biographical statement referred to is as follows:)
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Mr. McCone. Mr. Chairman, I know that the Commlttee will
be Interested in the particular asslignment that I have accepted
from the President, and, for the record, the President asked me
to assume the post of Dlrector of Central Intelligence on, I
think, the 27th of Scptember, and I was actually inducted into
offlce on the 29th of November.

During the intervening two-month period I traveled exten-
sively in examining the affairs of the agency, took a trip both
to the Far Tast and to a great many polints in Europe. I think I
could best explaln the scope of the responsibilities which the
President has asked me to agsume by reading for the record a
letter of January the 16th, signed by President John F. Kennedy.
The letter 1s as follows. It is directed to the Director of
the Central Intelligence Agency, with coples to the Secretary
of State, Secretary of Defense, the Attorney Ceneral, and to the
Chalrman of the A¢omic Energy Commission.

"In carrying out your newly assigned dutles as Director
of Central Intelligence 1t is my wish that you serve as the
Government's princlpal foreign lntelligence officer, and as auch
that you undertake, as an Integral part of your responsiblility,
the coordination and effective guldance of the total Unlted
States forelgn Intelligence effort. As the Government's princi-
pal Intelligence offlcer, you wil%/%ssure the proper coordina-~
tlon, correlation, and evaluatlion of Intelligence from all
sources and 1ts prompt dissemlnation to me and to other recip-
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ients as appropriate. In fulfillment of these tasks I shall
expect you to worlk closely with the heads of all departments
and agencles having responsilblllties in the foreipn intelligence
fleld.

"In coordinatlng and gulding the total intelligence effort,
you wlll serve as Chairman of the United States Intelligence
Board, with a view to assuring the efficient and effective
operation of the Board and its assoclated bodies. in thls con-
nectlon I note with approval that you have deslgnated your deputy
to serve as a member of the Board, thereby bringing to the
Boardfs deliberaﬁions the relevant facts and judgments of the
Central Intelligence Agency.

"As directed by the President and the National Security
Council, you will establish with the advice and assistance of
the Unlted States Intelligence Board the necessary policles
and proéedures to assure adequate coordination of foreign intelQ
ligence activitles at all levels.

"With the heads of the Departments and Agenciles concerned
you will malntain a contlnuing review of the programs and
activities of all U. S. agenciles engaged in forelgn intellilgence
activities wilth a view to assuring efficlency and effectiveness
and to avolding undesirable duplication.

"As head of the Central Intelligence Agency, while you
wlll continue to have over-all responsiblllty for the Agency,

I shall expect you to delegate to your principal deputy, as you
Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3



Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3 o

L

may deem necessary, so much of the ‘direction of the detailed
operation of the Agency as may be requiréd to permit you to
carry out your primary task as Director of Central Intelligence.

"It is my wish that you keep me advilsed from time to time
as to your progress in the implementatlion of this directive
and as to any recommendations you may have which would. facill-
tate the accomplishment of these objectives.

I would just llke to say fof the record, Mr. Chalrman,
that one approaches responsibllities of this type with consideyr-
able concern, for many reasons, not the least of which 18 the
eﬁtfeme competence bé.Mr. Dulles, my predecessor, and alsp
General Cabell, who 1s Deputy Director, who 1s resigning as ot
January the 3lst.

That completes my statement.

Senator Saltonstall. Mr. Chairman, may I make a motlion
before you ask any questions in your capaclty as Chairman?

Chairman Russell. Ves, sir.

Senator Saltonstall. My motion is that the Chair, who
undoubtedly has the responsibility, anyway, of declding the
questioﬁs to ask in open session and the questlions in closed
Sesslon of thls very important agency regarding lntelligence,
that the Committee make it clear to the Chairman that any
questlon that he believes that should be asked 1in closed sesslon
.rather than 1n open session be s0 determined by him, and that

that question not be then asked.
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In other words, that the Chalr shall have the responsi-
bility, with the approval of the Committee, of determlning what
questions may be asked in open session and in closed session.

We want to give every member a chance to ask all the ques-
tions that he wants to ask and should ask. There are undoubtedly
some questions, especlally those raised by Senator McCarthy,
that,In my opinion, should be asked in closed session rather than
open sesslion,

MAnd it is with the feeling of giving the Chalr the support
*Qfohe Committee that he assume thls responsibility that I make
vEtﬁaf motlon,

Chairman Russell. Iet me say that I am sure that every
member of thls Commlttee has the same interest as the Chalr has
and will not ask any question that 1is Inappropriate and classi-
fied in thls open hearing.

We shall not under any circumstances deny any member of
this Committee the right to ask any questlon they want in any
area, however highly classified.

But I am sure that the members of this Committee have
the same interests I have in not getting into the fleld of
classified materlal as has been suggested in Senator McCarthyts
statement. I do not anticipate any diffliculty. You have heard
the motlon by Senator Saltonstall. I did not request that he

malkte such a motion.

Senator Symington. WMr. Chalirman, my only thought about i%t,
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1f I may say so, is that it seems to me that this wltness is
entirely capable of deciding himself what questions he could
answer In an open hearing and what he could not.

Chairman Russell. I think that is undoubtedly true,
but I want to say --

Senator Case. That would be his basic gualification for
the office for which he 1s nominated.

Senator Jackson. May I also add something, Mr. Chairman.
I should also llke to comment that a question itself could be
a revelation of classified informatlon, so that 1t is the duty
and responslbllity of us as Senators to remember the quéstions
that we ask might, of themselves, reveal classified informa-
tion.

But T think we all understand that.

Senator Saltonstall. I think we all do, Senator Jaclkson
and Mr. Chairman, but I wanted to glve the support to the Chair
in'making any ruling before any questlons are asked even by the
Chalr himself, so that we have that perfectly clear under-
standing.

Chairman Russell. I appreciate the Senator's suggestilon,
but, of course, the Senator can make any motion he wishes, but
L would ask hlm not to press that motlon right now. If We get
to that question, the Chailr will certalnly express his opinion,
if one 1s classifiled,

Mr. McCone will know and any member of thisg Committee will
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know.

I am most grateful to the distinguished Senator from
Massachusetts, but I ask him not to press 1it.

Senator Saltonstall. If there is the understanding, what
I wanted to accomplish was to help support the Chair.

Chalrman Russell, I am extremely grateful to the Senator
for his fine expression of confidence. Through all the years
he haé been a plllar of strength in the operation of this
Committee, whether I have been sitting where I am now, or
whether I ocecupled the seat to my left.

I have a few questions here.

Mr. McCone, do you concelve of your position as being
one that makes polley in any respect that affects any part of
this country?

Mr. McCone. No, Mr. Chalrman.

I do not think that the role of the Director of Central
Ihtelligence is a policy-making position. I think the respon-
sibility is to develop the facts and report them promptly and
clearly and properly evaluate 1t to those who are responsible
for making policy.

Chalrman Russell, Do you think that the Central Intelli-
gence Agéncy could carry out any operation in any foreign country%
wlthout the knowledge and approvai of the Secretary of State

and the President of the United States?

Mr. McCone. No.
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The operations and activitles, the operations of the
Central Intelligence Agency which are carried on in foreilgn
countries are with the knowledgg of both the Secretary of State

-and the President.

Chailrman Russell. Has the office of the Director of
Intelligence or the actlvities of the Central Intelllgence
Agency, have they been reorganlzed?

Mr. McCone. No, not appreclably, Mr. Chairman, except in
the one respect that was mentloned both in Senator McCarthy's
statement and in the President's letter, and that was to place
on the‘United States Intelligence Board the Deputy Director of
Central Intelllgence as the agency'!'s representative on the Board,
thereby relieving the Chairman of Lhe Board from the responsi-
billlty of being the advocate of the ageneyts positlon, so that
he, as Chairman and the representative of the President, could
act objectively on controversies when differences arose betwesan
the 10 or 12 members of the Board.

That 1s the first and most 1mportant change that has been
made to date.

Chalrman Russell., Senator McCarthy suggeséed that there
had been some change perhaps in the responsibilities of the
Dlrector of the Central Intelligence Agency that either increased
or decreased his authority. |

Has your authority been enhanced or diluted in any way, or
has the authority of this office been either enhanced or dlluted
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In any way, other than the one that you suggest?

Mr. McCone. No.

Chalrman Russell. Since you have taken over the office?

Mr. McCone. DNo, not at all; not at all.

I think the purpose of the Presidentts directive was to
be sure that the Director of Central Intelligence was hils
prinecipal intelligence officer to exerclse both activitles
which are provided for in the law:

One is the direction of the agency itself; and the other
ls the coordlnation of the communlby as a whole, and that is
done in the interests of, first, avoiding duplication, but,
equally important, to see that there are no gaps.

Chairman Russell. I know of no agency of government or
official of government other than the President of the United
3tates or the Congress of the Unlted States that has the power
under the Constitutlon to either enhance or dilute the authorlty
of the Director of Central Intelligence Agency, as spelled out
in existing 1aw and 1n the exlsting Executive Directives. Do
you know of any proposal that the President has under consider-
atlion that would alter the nature of your authority or the
operatlion of your office?

Mr. lMcCone. None that he has acted upon. There have been
proposals made to him. He wlthheld any actlon or any comment

on them, pendlng my appointment, and then submltted them to me

for my consideration,.
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The first actlon that was taken was the one I mentloned
and the general concept of the office, as embodied In hils letter
which I have just read, and I think that that is in strict con-
formance with the splrit of the Act that established the agency.

Chairman Russell. Mr. McCone, I am sure you are aware of
the fact that the legislation creating the Central Intelllgence
Agency was considered in thils Commilttec.

Ve conslder that thils Commlttee is the one that has the
overridling responsibillty or control of the Congresslional author-
1ty over the Central Intelligence Authority.

Mr. Dulles and your other predecessor in office haﬁe been
called before this Commlttee or Subcommittees on numerous ocea-
slons, and they have always been both cooperative and forthright
In their responses to any questlons asked about any of the opera-
tions of the Central Intellilgence Apency.

Do we have your assurances that the CIA during your tenure
as Director, if you are confirmed, will continue this poliéy of
relationship with this Committee?

Mr. McCone. Yes, sir, most certainly.

Chalrman Russell. I have another question. I want to get
thlis clear as a corollary, of course, of the first one.

The CIA 1s established under the Natlonal Securlity Coun011,j
and in the very nature of things the Department of State would
have & great deal to do wilth certailn of the operations of the
Central Intelllgence Agency.
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directive from the President that you are expected to deiegateié___
Lo your principal Deputy as you may deem necessary so much of

the direction and detalled operation of the agency as may be
requlred to permlt you to carry out your primary task as

‘Dlrector of Central Intelligehce.

Have you any assurances or do you expect to exercilse
your ouwn lIndependent judgment 1n selectlng this Deputy without
regard to the views of any Department of the Executive Branch
of the Government?

Mr. McCone. In the final analysils, I will recommend to
the Presldent a man whom I would hope he would appoint as my
Deputy.

The post of Deputy Director 1s a Presidential appointment
and must be confirmed by the Senate.

Chalrman Russell, Yes, but I had understood that the
President had usually followed the views of the Directir in the +—
selection df his Chief Deputy.

Mr. McCone. And I think that will prevail.

/);;2//")6;éirman Russell. Do you consider that your responsibility
is subject only to the overriding authorlty of the Commander-in-
Chilef, the Presldent of the United States?®

Mr. McCone. That 1s correect.

" chairman Russell. Senator Saltonstall®?

Senator Saltonstall. Thank you, Mr. Chalrman.

Mr. McCone, possibly you have answered this guestion to the
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But, desplte that fact, it is most important that thig
Commlttee have at all times the Independent Jjudgmnent of the
Director of the CIA without regard to any policy obJective of
any‘Executive Department, and I would like to be reassured that
the Informatlon and the views that you would present to thig
Commlittee, when you are asked questlons, would represent your
own conclusions in the intellipence field, not cclored or
Influenced by any of the Executive Agencles of Government.

Mr. MeCone. I can glve you that assurance, Mo,

Chairman. As you note from the letter that I read, there is no
intervening authority or agency between myself sz Director of
Central Intelligence and the Presldent, and there is no either
intent or arrangement under which the vicus that I develop as
Director of Central Intelligence would be infiluenced oy that

I would in any way be inhlblted from expressing them to thig
Committee or to hlgher authorities.

The procedure 1s to discuss matters of importance such
as the national estimates at the United States Intelligence
Board, and there to receive the vieus of the entive community. i
In the final analysis that Board, however, is adviscery te the
Director of Central Intelligence who transmits his views to
higher authority.

Chalrman Russell., Mr. McCone, the position of principal

Deputy of the Central Intelligence Agency has incrcased consider..

ably in importance over recent years, and I notice in this
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directive from thoe President that you are expected to delepate

&

to your principal Deputy as you may deem necessary so much of

the directlon and detalled operatlon of the agency as may b2
reguired to permlt you to carry out your primary task as
Director of Central Intellligence.

Have you any assurances or do you expect to exercise

your own independent Judgment 1in selecting this Deputy without

regard to the views of any Department of the Txecutive Branch

of the Government?

Mr. McCone, In the final analysis, I wlll recommend to

the Preslident a man whom I would hope he would appolint ag nmy

Deputy.

The post of Deputy Director is a Presidential appolntment

and must bhe confirmed by the Senate.

Chalyrman Russell. Yes, but I had understood that the
President had usuvally followed the vieuws of the Dlrectir in
selection of his Chief Deputy.

Mr, McCone. And I think that wlll prevail.

he

Chalrman Russell. Do you consider that your responsibility%

1s subject only to the overriding authority of the Commander~in-

Chilef, the President of the United States?
Mr., McCone. That is correct.
Chalrman Rusacll. Senator Saltonstall?
Senator Saltonstall. Thank you, Mr. Chaivman:

iy, McCone, possibly you have answered this question to
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Chairman, but I would like to emphagize it,.

You intend to do your utmost to reorganlze the CIA 1n
any way that you think will make it a more efflclent instrument
for procuring intelllgence and for Carrying out its responsi~
bllitles?

Mr. McCone. Yes, I think so.

I am studying the organization of the agency very Intently,
and I think that some changes are going to be lndicated. I must
say that the present pattern of organization of the agency 1ls a
result of years of study by some very competent people, both
within the Government and outside consultants, and it is not a
bad pattern of organization, although changes will be Indlcatedq,
I feel suré.

Senator Saltonstall., As one who has the utmost respect
for yourlpredecessor, T am confident that you are willing to do
everything you can to make it more efficlent, but a new person
coming in may have some ideas that would make it_better. Cep-~
tainly, you afe golng to do so, to the best of your ablillty, are
you not?

Mr. McCone. I think in all these Departments of Govern-
ment there is an evolutlon in management procedures and,with
that, Improvement.

Senator Saltonstall. The Chalrman brought out, I-think,
that you wlll come before this Committee, and any time that

 the Committee asks.,
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Now, 1f there is something of importance that you believe
this Commlttee or any Subcommittee of the Senate should know
about in connection with your work, you will be willing, or you
will undertake to inltilate a meeting with us, as well as to have
us request a meeting with you?

Mr. McCone. That is correct, yes.

Senator Saltonstall. Because many times 1t is diffilcult for
us to know what may be going on, about which we should be in-
formed.

Mr. McCone. Yes.

I would most certalnly secek that arrangement wlth the Chair-
man. It was an arrangement that I had with the Chairman of the
Joint Commlttee on Atomic Fnergy, and I inltiated any number of
meetings with the Commlttee as a whole or a Subcommitiee durling
my tenure 1n office.

Senator Saltonstall. Now, Mr. Dulles testified a number of
times before us on -- before the Space Commlttee and other
Committees that it was his responslbllity, as he understood his
Job, to get the facts, but to have no policy opinlon on those
facts,

Now, Mr. McCarthy brought out several questions with rels-
fion to your oplnlon on thé nuclear moratorium and on other
matters.

Now, when you assume this job, it is my understanding that
it is your Jjob to report the facts to the proper policy-making
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members of the Government and not to express your oplnion in
reporting thosge facts, unless, of course, 1In extreme cases it
may be asked.

But, presumably, 1t 1s your Jjob %o report the facts and
let them make the policy.

Mr. McCone. As I saild, from the standpoint of my compe-
tence in office, 1t 1s my responsibllity to report facts, and,
furthermore, I think I should avold, so far as possible, being
drawn In on a personal basis into any policy discussions because
that, to an extent, may have some effect on what people, the
valldity that people might attach %to the facts. .

However, I would expect that because of the varilous
areas of activity that I have had in Government in the past,
that maybe my personai opinion may be asked on some subjects.
But in my role as Director of Central Intelligénce, it would be
beyond my competence to deal with policy.

Senator Saltonstall. That is my understanding, and I
hope that you carry that forward .

Now, I would 1like to ask this. There have been certain
newspaper comments recently upon your qualifications to‘hold
this office,

You were invéstigated, if that 1s the right word, or
studied by a Subcommittee of this Commlttee in May, 1950. That

Committee was headed by Senator Byrd of Vlirginia, Senator

Knowland and Senator Hunt, on the proposal of Mr. Thomas K,
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Finletter to appoint Mr. John A. McCone of California as his
assistant.

Now, that Committee reported favorably, and the full
Committee on Armed Services recommended your appointment to that
position in June, 1950, and the Senate followed the recomnenda -~
tion of the Commlittee.

At that time you gave some very substantial memoranda and
letters regarding your certain holdings in the shipping busilness
and so on.

Now, again in 1958, when the question of your appolntment

- as Chalrman of the AEC came up, July 2, 1958, you were questioned
by Senator Anderson and others on the Joint Atomic Energy Com-
mittee as to your holdings and as to whether those holdings would
in any way affect your responsibllity as Chairman of the ATC.

And that Commlttee found no evidence to prevent you doing
that, and you were unanimously recommended by that Committee,
and the Senate confirmed your appointment .

Now, the events dlscussed in this newspaper article,
these newspaper artlcles, which I have read were all prior %o
these two conflrmations wlth one exception. But before I take
up that exceptlon, I would like to ask you:

Have any of the facts whlch you gave out in your memoranda,
in your letters in 1950 and in 1958 to the Committees,_have
any of those facts changed between 1958 and the present time?

Mr. McCone. No. There has been no change.

Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3



Approved For Release 2004/01/15 : CIA-RDP64B00346R000400080010-3
54
Senator, I do not think that there has been any change in
my personal holdings, none that I can think of, since I took
office as Chalrman of the Atomic Energy Commission in 1958, I
have substantlally the same portfollo of stocks, and I retaln
the ownershlp of my Shipping companies, which I had both in

1950 and 1958,

Senator Saltonstall, Your shipping company, the management
of 1t, if I read these comments correctly, has been turned over
by you to some agencles who operate 1t and you are completely out
of the management or operation of that company, ls that correct?

Mr. McCone. Yes.

In 1958, I turned the management of the shlipping company
ocver to others, and disassociated myself entirely., I then at
that time placed the stock of those companles In trust in a bank,
whlch was an Ilrrevocable trust, revokable only when I left the
Government.

Now, I have not placed that stock back in trust. I am per-
fectly willing to do so. I had not thought it was necessary
because I cannot see that there is any lnterrelationship or any
possible conflict of 1hterest.

The Atomlc Energy Law 1s quilte stringent in regard to
that. It speclfiles that a Commissloner wilil engage in no occupa-
tlon, profession or businese activity, and I jJust set that over

In trust as an added Insulation. While that could be done, I

have not done it. I am perfectly willing to.
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Senator 3altonstall. What you are telling us 1s that you
are going to give your full time to the CIA, but you do not
think that the ownershlip of certain stock in a shipping company

i1s in any way a conflict of interest with relation to your dutiles

in the CIA?
Mr. MecCone. None whatsoever.
Senator Saltonstall. But the management of that company

1s completely out of your hands at the present time?

Mr. McCone. That is correct.

Senator Saltonstall. Now, there is one statement that was
made 1in the newspapers that was not prlor to 1958, and that is
the question of to what line the nuclear ship Savannah was
assigned, and the argument is that it was asslgned to a company
that was owned by you at the time that you were Interested or
about to be interested as Chairman of the ALRC.

Have you any statement which you would care to make to
the Committee regarding that? |

Mr. MeCone. Yes.

The operation of the Savannah was agglgned to the States
Marine Llnes, in which I have no direct interest whatsoever.
However, Mr. Henry Mercer and others in the States Marine Line

- Were asgsoclated with me and.others in shipping ventures, and
for that reason this partlcular article that you refer to seems
to infer that I in some way influenced this contract.

Now, the facts are that this contract was negotliated during
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the sgring of 1958. It was awarded on the 6th of June of 1958.
I took office the 9th or 10th of July, some slx weeks later.
Furthermore, the contract was negotliated not by the Atomie
Energy Commission, but by the Department of Commerce, and the
full extent of the AEC partilcipatlion was to have a han on a
commlttee that revlewed the thing.

We reglstered -~ and this was prior to my taking office --
no obJection to the award. So I have no part in thét whatso-
ever.

| senator Saltonstall. And did you, prior to your appoint-
ment, discuss that question of the assignment of that ship with
the Maritime Commlssion?

Mr. McCone; Nb.

Senator Saltonétall. Or with the Department of Commefce?

Mr. McCone. No.

I at no time discussed the'assignment off that contract with
anyone 1ln Government. |

senator Saltonstall. So that the report that you had
something to do with the assignment of the.Savannah to that
company 18 not based on fact?

Mr. McCone. That is correct.

Senator Saltonstall. ©Now, Just one moré'question, Mr.
McCone.

Do you know of any conflict of interest or any reason that

you have not given to us or given to the prilor Commilttee that
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could be considered a conflict of interest in your appolntment
to thils very important office?

My . McCone. I know of none.

I have had the matter examined bgggtnerallgghnsel who, in
turn, has dilscussed it wlith the Attorney Generalt's Office, and
have given me an oplnlon that there is no conf'lict of interest.

Senator Saltonstall. Thank you, Mr. Chairman.

Chairman Russell., Senator Symington?

Senator Symington. Mr. Chairman, perhaps I had a little
to do wlth getting Mr. McCone 1nto the Government. Mr. Chairman,
I have not had a chance yet to read the full statement of
Senator McCarthy.

Chalrman Russell. We will have rounds of Questions, so
you can ask all the questions you wish.

Senator Symington. Shall I proceed then, sir?

Chalrman Russell. Yes. You will have another oppor-
tunity.

Senator Symington. As I was saying, Mr. Chairman, in 1947,
for reasons that are not important, in 1947, rather, I first
met Mr. McCone. He was working for Mr. Finletter, who was
Chalrman of the Presldent:s Alr Policy Commigsion, and he was
gilving him advice in the milltary fileid.

When Mr. Henry Ford declded he could no longer devote the
time, Mr. Flnletter had been impressed to the point where he

asked Mr. McCone to become a member of that Committee.
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In the spring of 1950, for reasons that are not important,
L declded to leave the Ailr Force and asked President Truman 1f
he would appoint Mr. IMlnletter Secretary. I went over to the
National Sequrity Resources Beoard. And President Truman saild
he would appoint him, and I also said that Secretary Finletter
would accept the position provlded the President would also
agree to have Mr. McCone as Under Secretary of the Alr Force.
And the President sald that i1f he was the right man,lhe had no
objectlon to the fact that he was a Republican.

And so he came before this Committee.

All of the questlons normally asked him as a new entry
into a position of that character were asked before this Com-
nittee, and he was confirmed by the Senate.

Iater on he retlired into private life, and then President
Eigenhower, with an obvious problem in the Atomic Energy Com-
misslon, asked him to become Chalrman of that Commission. He
accepted that position and once again he was asked all those
questions that were consldered important, and he was conrirmed
for that positilon.

To the best of my knowledge, the confirmation was unani-
mous, I am not sure about that.

Is that correct?

Mr. McCone. Yes, on both occasions.

Senator Symington. On both occaslons.

I might add that I mention this business of beilng a
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Republican because one of my colleagues saild, "Why cantt the
Presldent get a Democrate"

One of the great teams in this business of Government
since I have been connected with 1t was put in by President
Roosevelt and he had Secretary Stimpson, Secretary Knox,
Secretary Patterson, Secretary Lovett, Secretary MeCloy, all
of whom are well known to most of these Commlttees and all of
whom, Incidentally, were Republicans.

S0 I think that far from there belng criticism of President
Kennedy, there should be commendation for him in his effort to
set the right, the best man he could for this important posi-
tlon.

I have been especlally interested in somebody going into
the Central Intelligence Agency because of its lmportance to
our national defense, and inasmuch as the previcus administra-
tlon of the Central Intelligence Agency told us early last fall
that thelr estimate of Russian long-range missile capacity i1n
mid-1961 was 3.5 per cent of what they estlmated it would be
only 19 monthe previously, and inasmuch as in a non-aggressor
nation like ours there are tens of billions of dollars annually
spent by our Government, to ask the people to be taxed for it
depends primarily on what our national intelllgence belleves a
possible enemy is doing,

The Presldent!s effort to improve the management of the

Central Intelligence Agency -- and I say this without the
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slightest criticism of the past -- in my opinion, should be

/jiifz@g?d by all good Amerilcans.
- I never saw this statement of Senator McCarthyts before,

but there are some qguestions in it that might be asked by people

who read it.
First, on page 2, it says that:
"Intelligence is too important to be left to the unsuper-

vised," a quotation of Mr. Hanson Baldwin of the New York Times.

I would estimate that in many cases, Mr. McCone, you will be the
most supervlised man 1n the Government, because, %o the best of
my knowledge, yours 1s the only operating agency that, in effect,
reports to a council, the National Security Councll in this

case, although inasmuch as that 1s an advisory body to the
President, In effect, you, therefore, report.directly to the

President.

é/Q“But is there any belief or feeling, let alone conviction,

on your part that you will be unsupervised in this position?
Mr. McCone. No, Senator Symington,
I think that with respect to-the areas of greatest concern

that there 1is adeguate supervisory machinery established,

e s
e

Senator Symington. It states that the Director of the
Central Intelligence Agency 1s Chalrman of the Unlted States
Intelligence Board.

Mr. McCone has changed the procedure and asked that the

Deputy Director of CIA sit as a member of the Board while Mr. .
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McCone presides.

That, to me, would seem to be a very useful and loglecal
requast on your part, but it is brought up here, and, first,

I would like to ask 1f 1t is true; and, secondly, if 80, why?

Mr. McCone. Well, in answer to the first part of your
guegtion, it is true.

The reason for 1t is that there was a feeling of the bedy
of opinion within the intelligence communlty that the Director
of Central Intelligence,sitting as Chalrman of the Board and
at the same time the advocate of the agency viewpoint, in any con-
troversies with, or dlfferences of opinion wlth, the_other _
elements of the intelligence community might be a prejudiced
Chalrman.

Therefore, 1t appeared to me that if T served as Chalrman
and as the Presldentis representative, and the Deputy was the
advocate of:;;;—agency vieWpoinqu 1t would give me a consider-
ably more objective point of view.

Senator Symington. I must say that that makes a lot of
sense to me.

Now, on the top of page 4 the Senator from Minnesota makes
the statement about the ousting of Mossadegh.

‘"Hlstory has not yet clearly demonstrated that thls was
the wisest polley."

All I can say, as Chairman of the Subcommittee of the Mid~

East and South Asla Subcommittee of the Forelgn Relatlons Com-
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mlttee, and as one who spent conslderable time last fall in
Iran, we all have a right to our opinion in thils matter. My

opinion 1is that 1f Mossadegh had stayed on, that the Tudeh Party
would have domlnated and that today Iran would be a Communist
country.

However, I may be 1ncorrect in that. But, in any case,
this 1s not an examination of our foreign policy, as I see 1it.
It is an examination of you as the new appointee of the
Presldent to direct the Central Intelligence Agency. So, for
the record, did you have anything to do with the Mossadegh
episode?

Mr». McCone. No, sir.

Senator Symington. Did you have anythlng to do wilth the
gyrations iIncldent %o Souvanna Phouma and all the other Phoumas
in South Vietnam?

Mr. McCone. Yes.

As a member df the National Securlty Council, we discussed
the Laotian situation a great many times. And, as you know, I
sat on that Councll as Chairman of the Atomic Energy Commission,
and this subject was before us qulte often.

Senator Symington., That is right.

You were a statutory member of the Natlonal Security
Council.

Mr. McCone. th statutory, but by invitation by President

Elsenhower.
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Senator Symingﬁon. In other words, Presldent Eisenhowey —-
as I remember 1t, you were not a statutory member -- he wanted
your opinion and advice in these matters so he asked you to
81t on the National Security Council?

Mr., McCone. That is correct.

Senator Symington., With him and tne re¥st, 1s that correct?

Mr. McCone. With the Natlonal Security Council and the
Cabinet.

Senator Symington. Now, there have been some implications
that perhaps you have not had too much experlence 1in intelli-
gence. Is there any higher‘intelligence requirements in the
Government that you know of beyond the Atomic Energy Commission?

Let me rephrase 1t this way:

Lven though you arc cleared for top secret documents in
normal branches of the Government 1like the Defense Department,
that does not clear you for atomic informatlon, is that correct?

Mr. McCohe. That 1s correct, yes. That is correctf

Senafor Symlngton. I would appreclate your ansvering
because the reporter might not be looking at that handsome head
of yours,

Mr. McCone. Yes, that 1s correct.

Senator Symington. Thank you.

Now, by clear ilmplication in the statement, the fact
that Chairman Glenn Seaborg announced ma jor changes in the

~organizatilon of the operating staff of the Commission, the impli-
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cation is that when he got there, he found that there were some
improvements he could make in the operation of the Atomic
Cnergy Commission.

In my earlier business career I dealt with railroads,
General Motors and Sears, Roebuck primarily. The railroads were
never trying to reorganize, and General Motors and Sears, Roebuck
were dolng it every month.

The relative position of those three industries might be
considered when also consldering that fact, Regardless of
any efficiency 1n a company, the policy of the better corpora -
tions, or the better Government Departments, 1s to constantly
look for improvement in management in order to get maximum
return from Investment, is that a falr statement?

Mr. McCone. Certalnly, that 1s true.

Senator Symington, Now, the statement here would seem
to place you into what might be called the "big bomb™ group.
éou and I have not talked about this for many years, but, as
I réﬁQMbef, when there were people in the Defense Department --
I am feading from the bottom of page 6 -- who were anxious to,
In effect, rest our entire military position or a very, very
large per cent of it in the air on the concept of strategilc
retaliation, you were the leader 1In the clvilian end of the
importance, also, of tactlical ailr.

I8 that a falr statement?

Mr. McCone. ~Yes, I think that is right, I think I had
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a great deal to do with the development of tactical air, although
I was a strong supporter, have been and continue to be a
gtrong supporter, of the concept of massive retaliation.

Senator Symington. In other words, you want to see us
equipped to fight every type of war, based on your experience,
and not just one type?

Mr. McCone. That 1s right.

Senator Symington. Do you apgree with the Presldent when
he says we should have some dilfference between humiliation
and nuclear responsc?

Mr. McCone. I think that 1s a statement that is subJect
to a varlety of interpretations, and I would prelfer not to com-
ment on 1it,

Senator Symington. Would you comment on 1t in Executive
Sesslon?

Mr. McCone. No.

I will state this:

That I think that we must have a capaclty to conduct wars
at varilous levels, small wars that we might become engaged in
as we did in Korea. We also must have the capacity to handle
ourselves in the ultimate war.

Senator Symington. I do not see how anybody could quect
to that posltion, or the logic of it, and I would 1like to get 1t
on the record so that if anybody does, they can say so.

Now, on this questlon of moratorium, the statement says
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you have been outspoken in opposition to an unpoliced moratorium
for nuclear weapons testing.

Is that correct?

Mr. McCone. Yes.

Senator Symington.‘ I would like to Join you in that and
say that I have also been unwilling to trust the Communists in
this field.

In that connection a former member of the Atomle Energy
Commisslon pointed out to me this testimony, Mr. Chalrman, in
the Joint Committee on Disarmament on April 16, 1958. I mention
this bécause Dr. Bethe 1s quoted often in this regard.

On that day I asked Dr. Hans Bethe:

"If we are ahead, as you say, then, of course, it is to
our advantage to stop testing now. But if we are ahead and we
stop tésting, and they are behind and agree to stop testing
but do not, then, of course, they would rapldly overtake and
pass us with respect to the development of weapons. Is that a
‘alr statement?"

And Dr. Bethe replied:

"If they continued testing and we stopped it, they would
certaihly catch up and overtake us. However, 1t is my bellef,
as I have said, that they could not substantially improve
thelr capablility without a tremendous risk of belng detected."

And I would only like to polnt out that, as they have gone

from persuaslon to Intimldatlion, they ran some 50 atmospherle
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tests 1In complete contempt of world opinion, and thereby tre-
mendously improved their relative positlion as against the posl-
tlon of the United States.

Chairman Russell. WYhose testimony 1s that, Senator?

Senator Symington. Dr. Hans Bethe, Mr. Chairman, before
the Jolnt Commlttee when this Commlttee, with the Atomlc
Energy Committee, was also with Forelgn Relations.

Senator Saltonstall. The questioner was yourself?

Senator Symington. The questioner was myself, and fhat
was Dr. Bethe!s reply.

Getting down to this letter, there have been some dquota-~
tions from the letter, a statement about the letter these_scien—,
tists wrote. I have never seen the letter, and I would 11ke't6;'
have a copy of 1t. I asked for it. |

Mr. Chalrman, I would like to read this letter and, if
necessary, ask some questlons on it when my turn comeé agaih.

Chairman Russell, Very well.

I would assume he will be asked about the letter, whethef
1t 1s the one he wrote. It has been covered rather fully in thé
hearings before the Atomic Energy Committee in 1958, It is
avallable so far as the records of the Senate are concerned.

Senator Symington. That is certalnly true, Mr. Chairman.

Mr. McCone, did you recommend that these scientists be
discharged from thelr position because of what they wrote in

support of a partilcular candidate 1n 19569
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Mr. McCone. No.

I brought no formal charge against them before the Board
of Caltech. My letter, which I presume 1s the letter you have,
was directed toward Dr. lauristen, and it was in criticism of,
first, thls position they took which T was in diségreement with,
and, secondly, the fact that they acted on the mantle of thelr
high authority as a group of Caltech sclentlists, and I objected
to that likewise,.

However, my communlcatlons were directly with them and not
with the university authorities.

Chairman Russell. The letter you wrote, the one you
furnished the Atomic Energy Committee in 1958, which appears in
the printed record of that year?

Mr. McCone. Yes. It is in the printed record of the hear-
ings. |

Chairman Russell. And you wrote it to the professors?

Mr. McCone. I wrote 1t to the professor and not the univer-
81ty authorities, and I noted from the carbon copy this morning,
Just to refresh my.memory, there was no copy of 1t sent. At
least there was no copy indicated that 1t went to any other
source.

Senator Symlngton. Would you repeat that? I did not quite
get that. You mean there 1s no copy of the letter? Has the

Committee got a copy of the letter?

Chalrman Russell. Here 1t 1s. It was printed in the hear-
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ings before the Atomic Energy Commlttee,

I notice he very strongly opposed unilateral abandonment
of atomlc testlng in that 1etter{

Mr. MeCone. Yes, sir, I did opposé it very strongly.

Chairman Russell. I am stlll opposed to it now, I may
say. |

Mr. McCone. No, the point I was making, Senator Symington,
was that my carbon copy of that letter does not indicate that |
copies of the letter were sent to the university. There was no
official transmission to the university that I recall now.

This is several years back, and I must go on such records as
I have here,

Senator Symington. Is there anything further that you
would like to say with respect to this letter? You did not
agree with these people. You were a trustee of the unlversity
at that time.

Mr. McCone. Yes, I was,

Senator Symington. And you disagreed with them and you
told them that you disagreed with them and you told them why, 1s
that correct?

Mr. McCone. That 1s correct.

Senator Symington. And you sent no copies to anybody.
And let the record show I have never discussed this with Mr.
McCone 1n my 1llfe.

You‘sent no coples to anybody?
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Mr. McCone. None offlclally, no. I cannot say that some-
hody dld not see co;oie?i of 1t.

senator Symington. To the best of your knowledge?

Mr. MeCone. There was no official copy, and I did notl
request the Board of Trustees to take any actlon on discharging
any of these men.

Senator Symington. S50 that the statement or the implica-
tion that you “rled to get these people fired 1is incorrect, is
that correct; is that true?

Ir. MeCone. That 1s right.

Senator Saltonstall. Would the Senator yleld at this
point on this question?

wenator Symington. I would be glad to yield to my
friend,

Senator Saltonstall. Mr. McCone, in connection with the
letter, Representative Holifleld sald -- this ig on page 16 of
the testlmony on the hearing of John A. McCone to be a Member
of the Atomic Energy Commission, dated July 2, 1958 -- Mr.
Holifleld stated:

"Mr. MeCone, I llstened very carefully to the reading of
your letter, I certalnly think you had all the right in the
world to write such a letter, There are many things in the
letter with which I concur. I have débated in publlic with

Dr. Linus Paullng agalnst this so-called position which, as I

understand 1t, is a bit fuzzy and is quite a bit on the uni-
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lateral side. I could not sustain such a poZition myself., I
think that 1t wlll have to be an international agreement which
willl run concurrently and which will be adequately policed and
inspected to assure complilance by an International team.

"There was one thing, houwever, that I noted in your pre-
vious statement which I thought I might ask you a question on.
You made the statement that thls group of scilentlsts was using
the university as a platform. I would like to know 1f in
signing tThelr signatures they signed it as individuals, or did
they sign 1t as 10 sclentists of Caltech Unlversity, or if that
was the reference glven to the letter by a newspaper headline.

"Mr. McCone. I think they signed it as individuals, but
it was accredited probably by the newspapers,"

Mr. Holifleld agreed that you had every right to make
the statement that you dld at that time. I thank the Chailrman,
I hope that might be helpful.

Senator Symington. I apprecigte that improvement in my
p@sition on this Committee. I thank you for that very much.

Mr. McCone, I want Yo get thils stralght in my mind. Ve
have heard a lot of chatter and talk today about academiec
freedon,

I suppose that all people have freedom, as well as academl-
clans. You were a trustee of this unlverslty. You, therefore,
had cerfein authority and responsibllity connected therewlth.

You did not agree with these people. You wrote them a letter
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stating, or at least one of them, that you did not agree, and
you did not ask that they be discharged because they wrote the
letter, is that correct?

Mr, McCone, That 1is cbrrect.

senator Symington, How, the Senator from Minnesota asked
six questions here. The flrst is:

Is the CIA to be reorganized; and, 1f so, in what respects?

I~db-not.seemhow you would know how you could reorganize
1t untll you get into 1t and see it operate for a whille, but,
nevertheless, perhaps you could.

wouldjyou comment on that?

Mr. MeCone. Well, I can go no further at this point,
wenator Symington, than my prior rémarks, because, as you lmnow
better than most, the problem of réorgahizing as large a
Department of Government as this agency, with a serious under-
taklng, is one that demands a most penetrating study.

Senator Symington. The second question he asks ig:

What bearing would such changes have upon the duties of
the head of the CIA and upon the opération of that agency?

Mr. MeCone. I think the letter that I read pretty well
answers that guestion.

Senator Symington. And the third question:

What are the views of the nominee as to the authority for

some of the actions attributed to the Central Intelligence Agency

in the field of foreign affairs within recent years?
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Mr. MeCone. Well, that gets Into the whole question of
the jurildical or constitutional right of the agency, and I am not
a constltutlonal lawyer, and I do not feel competent to comment.
I can say that 1t ig my understanding, however, that the Presi-
dent has wide powefs,in the fieid of forelgn relations and is
empovered to do the things that are necessary in our national
interests, and-those national interests now are, in my opinion,
begt served by taking steps to defeat the encroachment of
Communism.

I feel that the agency operates under the direction of
the Presldent and willl continue to do 80, and, as one of the
arms of his complex of establishments, is lnvolved in the con-
duct of foreign policy.

Chairman Russell. GSenator, will you permit me to ask a
brlef clarifying question?

Senator Symington. Yes, Mr. Chairman, please,

Chairman Russell. If I understood the phrasing of that
duestion, it says: What are his views on all of these acts
attributed to the Central Intelligence Agency.

I trust by this answer, Mr. McCone, you are not acecepting
the responsibllity of the CIA for everything that has been |
attributed to it.

Mr. McCone. No, no.

Chalrman Russell, I want to make that clear.

Mr, McCone, ©Not ln any regard.
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Senator Symington. As one who heard the testimony, Mr.
Chairman, before the Forelgn Relations Committee of some of the
recent activities of the CIA, I must say in all honesty the
former supérvisors of 1t may have made mistakes, but they were
ine witnesses, frank and éertainly only shared part of the
problems incldent to recent activities that have been at time
primarily located against this agency.

The next question that 1s asked is:

What is the nominee'ts Judgment as to methods which can be
Justifilably used by the Central Intelligence Agency?

That 18 quite a question in ltself,

Mr. McCone. That 1s qulte a questlion and one which I
would not feel free to respond to.

Senator Symington. The next questlon:

What was the extent of the nominecets involvement, if any,
in what has been described or reported as "leaks" from the Atomie
Energy Commlssion with reference to the moratorium on nuclear

testing?

Mr. NeCone. 1In all the time that I was the Chalrman of
the Atomle inergy Commission, I knew of no Instance where I per-
sonally, or ahy one of the Commissioners, were charged by any-
body with 1eakiﬁg anything elther on this subject or any other
subject of a classified nature.

Senator Symington. If you had done so, in effect, you

would be violating your oath of offlce, would you not?
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Mr., McCone. dhy, yes,

There were leaks in thls area, but there were none that
were attributed to the Atomlc Energy Commlsslon.

Senator Symlington. If you attempted téboperate beyond the
supervision and directlon of the President and,/or his delegated
representative as Chalrman of the National Securilty Council
In the absence of the President, you would also be violating your
oath of offlce, would you not?

Mr. McConec. That is right.

Scenator Symlngtori. Your answer?

Mr. McCone. That 18 correct.

Senator Symlngton. Now, the final question here, I think
you have already covered it:

What are the facts wlth regard to the charge of the
nomineets attempt to have the scilentists fired at the California
Instltute of Technology?

Mr. McCone. I can add nothing to what I have said on that
subJect. |

Senator Symington. Mr. Chairman, I have known this nominee
for a gfeat many years, more than either he or I would care to
remember. In my opinlon, there has never been a better publile.
servant in Washington.

lle has twlce come before thls body. Both times he has
testlified wlth complete candor on all subjects asked him. He

‘has, thereupon, been confilrmed unanimously by the Unlted States
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Senate.

Tt 1s beyond me how we can expect to pget quality in publile
service 1f each time a man comes up before the Senate we have
to go Into thls tremendous investigatilon, especially when
actually this positibn from an Intellipgence standpoint 18 so
closely related,to a lesser extent,to the position he had in the
Alr Force years ago and, to a much greater extent, to the posi-
tion he had as Chairman of the Atomlc Energy Commisslon.

I would like to state also for the record that every member |
of that Commlssion has told me that his work on it was superla-
tive, everyone that I have talked to, including a distinguished
member of this Commitfee who serves on the Joint Committee,
and also the Chairman, Senator (Clinton Anderson.

Both of them havé sald that in fheir opinlon hls work
was sﬁperl&tive in a fleld which, obviously, i1s so important,
If we are golng to get the right type and character of intel-
ligence information in order to prepare our defenses properly;
I‘éannot imagine a better training school for a man to take
this position, a man of such high character who has had so much
business experience and such suécessful business experience,
but also,whenever his countr& has asked him, has gone into such
fields as the Pentagon bullding in national defense and has
been the No. 1 man in atomiec energy in the country over a

perlod of years.

I congratulate the President for recommending the appoint-
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ment of Mr. McCone to this positilon.

I do not think he could have possibly gotten a better
appointee, and I look forward to the privilege of voting for
him for the second time on the Senate IPloor.

I thank the Chair,

Chairman Russell, Thank you, Senator.

The Committee wlll now take a recess until 2:15, and I

- will appreclate punctuality on the part of the members of the

Committee.
(Whereupon, at 1:10 otclock p.m., the hearing was ad-

Journed, %o reconvene at 2:15 oiclock p.m., the same day.)
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AFTERNOON SESSION 2:15 p.m.

{Present: Senators Ruésell {Chairman), Stennis, Symington,
Jackson, Thurmond, Baxtlett, Cannon, Saltonstall, Smith, Case,
Bush, and Bell.)

Chalrman Russell. The Committee will come to order.

Senator Smith of Mainelis the next Senator in orxder to
question the witness. You may proceed, Senator Smith.

STATEMENT OF JOHN A. MC CONE == resumed

Senator Smith. Mr. McCone, I shall not bhe convinced in
favor of your nomination until you have made a £full reply to
Senatox MnCaxthy‘s statement this morning answering as much
ag possible of that statement without violating security,
which may he made public and given to the American people.

Mr. McCone. I will be wvery glad to do that. It would
take a little time. It is a long statement and an involyed
one. I would be very happy to do that.

Senator Smith. Before I could vote on the nomination I
would want to feel that the American public had a reply to
his statement this morning.

Mr, McCone. There are gome points that it will be
difficult to answer fully in anything other than an Executive
Session. | | |

Senator Smith. That is all right. I would be glad to
have you say what is security and what:is not, and permit all

the rest of it to be released to the public.
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Mr. McCone, my impression of the Central Intelligence
Agency, based upon my knowledge}andwexperience with it, as a
member of the Senate Armed Services Committee, Senator Appro=
priations Subcommittee on Defense, the Senate Appropriations
Subcommittece on Foreign Relations, the Senate Preparedness
Investigating Subcommitiee and the Senate Aceronautical and
Space Sciences Committee, has not been a very favorable one.

The Cuban debacle and fiasco climaxed my very serious

 reservations about the CIA and the way it was being xun.

Coupled with this recoxdd is the fact that the CIA enjoys
a virtualigmmunity from reporting to Congress on its activities
and on its expanditurés. It has very little, if any, real
check placed upon it. |

‘ﬁike no other agency in our Federal Government, it has
been given‘a Congressional blank check for its operations and
its administration and, unfortunately, under such circunstances,
Congress literally operates in the dark as to the CIA without
any chance to measure its effectivenéss, its justifications,

'
and whether it should be revised and improved; that iz, we
operate in the dark until it is too late, and we do not 1earh
of the faultiness and the damage until after the danage has
been done. Such was the case of cuba.’

Because of this, and because of the great unlimited and

unchecked powers so far as Congress is concerned that are held

by such a vital agency, that is such a vital part of the life
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and death of our country, I bélieve that we should take %:.I'u’srj
greatest care in the selection and the confirmation of the
Director of the Central Intelligence Agency, and it is with
thege thoughts in mind that I wish to ask you several guestions.

If I seem to repeat some that have been asked, may I say
to you that I.am doing so purposely as I want to clear my mind
on some of the items.

It is my recollectidn, Mr. McCone, that all of yoﬁr prede-
cessors had some pﬁior training ox experience in the field of
intelligence prior to their appointment as Director of the
Central Intelligence Agency. Will you tell the Commitiee what
training or emperience you had in the field of intelligence
prioxr to your appointment to that position?

Mr. McCone. hioneg

Senator Smith. ;n view of your lack of training and
experience in the field of inteliigencep;you:are unique, are you
not, in comparison with all of your predecessoxs?

Mr. McCone. I do not know that because I do not know
the experience of my predecessors.

Senator Smith. What then makes you feel that you are
suitably and adequately quallified to be the Director of the
Central Intélligence Agency vwhen you have had no experience or
training in the field of intelligence?

Mr. McCone. I think, Senator, that that was a question

decided by others than I.
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Senator Smith. Who recommended you for the appointment ?

Me. McCone. I do not know.

Senator Smith. Who besides the President talked with you
gbout taking the position?

Mr. McCone. No one.

Senator Smith. Was ‘“héere not some quedtion in your own
mind about your qualifications?

Mr. McCone. A very serious one.

Senatcr Smith. Did you not vaise such a question with the
President and others with whom you talked?

Mz. McCone. Y raised it in my own conscience; naturally,
sith my wife, ves.

Senator Smith. But not with the President?

Mr; McCone. No, I did not raise it with the President.

Senator Smith. It has been élleged, Mr. McCone, to me
that the CIA has been oxr is supporting the political activities
of cextéintethnic groups in this country, such as the Polish
5and Hungarian group; is this tyue and if so, what comment do
you have to make?

Mr. McCone. I can make no comment on it.

Senator Smith. Pardon?

Mc. McCone. I could make no comment on that.

Senotor Smith. Is it true?

Mr. McCone. I cou%dn't‘comment on it.

Senator Smith. Would you please state to the Committee
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what you feel is the proper migssion of the CIA, what are its
proper activities; what reports it should make to Congress;
what responsibility it has to Congress, and what are the
Praper limits of CIA?

Mr. McCone. That is a very difficult and very laxrge
questcion. ; think that the responsibilities of CIA, its
scope of activitles, its purposes, are quite definitely
spelled out in the act that created the agency and the sub-
sequent amendments to that act. |

Senacor Smith, I am thinking mofe in terms of limitations,
what it should not do, Mr. McCone. Do you have anything
to that?

Mr. McCone, I think the pyimary pﬁrpose of the CIA, of'
the agency, is to collect and to aggenble and to correlate
and évaluate and disseminate intelligence which comes £rom
all sources. In addition, I think éhat in the discharge of
its other responsibilities that are referred to in the law. |

Senator Smith. vAs you may'recall, President Renhedy,
in a message to Congress on April 27, 1961, made the following
gtatement on confli¢ts of interest, and I quote:

"No responsibility of government is moxe fundamentai
thaf the regponsibility of maintiining the highest standards
of ethical behaviér by those who conduct the public's business.
There can be ho doscent from the principle that all officials

mugt act with unwavering integrity, absolute iqpartiality and
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complete devotion to the public interest. This principle
must be followed not only in reality but in appearance, for
the basis of effective.government is public confidence, and
that confidence is endangercd when ethical standards falter
or appear to falter.”

Three months prior to this statement by President Kennedy,
é Subcommittee of this Commitiee was appoinﬁed on conflict
of interests. I am a minority member of the Conflict of
interest Subcommititee which wap appointed én January 28, 1961,
and I might pay here chat, frankly, I;Ehink we have been
delinguent on our agssignment Lo make recpmmendations regaxrding
committee pollicy on divestment of securities and holdings and
other busiﬁéss intercsts by civilian nominees.

I have read in the nevspapers -allegations made by
columnist Drew Pearson charging conflicts of interest in your
nomination. These allegations axve serioﬁs, and I want to be
fair to you in connection with them, for I have experienced
frequent misrepﬁesentations nade against me by My. Paazaon‘s
asgociate Jack Anderson.

So it is with these thoughts in mind that I wished to
ask you quecstions on these allegations, If my recollection
i8 coxraect, the Secretaries of Defense have divested, or some
of them have divested, themselves of certain stocks upon
taking office.

However, it is my understanding that when You yire up
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for confirmation on appointment o the Aﬁomic Energy Commission,
you placed your steamship line stock in trust, buﬁ did retain
all your stock, and that you further testified that your

Joshua Hﬁndy Conmpany would continue to do business with various
concractors, with.ﬁhe Atomic Energy CDmmiésion, nanely, Union
0il, Dow Chemical, Standard Cil of New Jersey, Standard 0il

of Califoxﬁia and Xaigser Aluminum. I#zthat, in genexral,
correce?

Mr. MeCone. VYes, that iz coxrrect.

Senator Smith. Without attempting to trace in Qetail
the various corporate organizations, the San Mariho, the Global
Bulk, the States Marine binesf and the Joshua Hendy Company,
is it not true that you, through your companies or your stock,
have had Signifiéant holdings or joint business interests and
activities or working partnership with the States Marine Lines?

Mr. McCone. Yes.

Senator Smith. On or about the time you were up for
confirmation as Chairman of the Atomic Energy Commission, you
vere aware, were you not, that the question of selecting a
shipping line to operate the atomic energy~vésse1 Savannah
was very much under consideration in shipping cixcles here,

in the Marine Commission and in the Atomic Energy Commission?
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Me. McCone. The matter had been decided prior to my
appointment to the Atomlc Energy Commilssion.

Senator Smith. You 4did know about 1t?

Mr. McConme. I was btold after, shortly after, my appoint-
ment, The decision had been made by the Departﬁent of Commerce
on the 6th of June, I belleve, That the award had gone forward
o the States Marine Lines to operate Savanmah. This 1s a
declislon made by the Department of Commerce and I think I
mentioned this morning that this was some six weeks prior to my
taking office at Tthe Atomilc Energy Commission.

Senator Smith. It is my recolleciion that a special board
composed of Maritime, Atomic Enerpgy officlals made recommenda-
tionalas to which company was best qualified to operate the
Savamnah and that of The seven listed, the States Marine Lines,
with which we had a working rartnership, was rated next to the
last, but shortly thereafter something caused a re-evaluvatlon
which brought States Marine Lines uvp Inbo second place, and then
ultimately It was chosen even over the first ranking American
Presldents ILine., Did you ever discuss the operation of Savannah
with any government officlals at any tlme.

Mr. McCone. No, I did not, and as far as that statement thaﬁ

‘you just read, the only Information I have on it came from the

same gource as you, becauge I saw 1t in The same news artlecle.
I knew nothing about this.

Senator Smlth, On page 19 of the July 2nd, 1958 hearings
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on your nominatlon to the Atomlc Energy Commlssion, the record
shows that you were asked:.

"Ave there other large Industrial organizabilons with which
you have had réther Intimate business relablonships that do
business with the Atomic Energy Commission?"

ind that In your answer you omitted mention of States
Marime Lines wilth which you had a working partnership, and
whlch received the award to ogserate the atomic energy vessel
Savannah.

Why didn't you mention the State Marine Iines In your
answer?

Mr. McCone. Well, I cannot recall except that there was no
contract between States Marine and the Atomic Energy Commiséicn.
The contract was between States Marine and the Maritime Adminis-"—
Tration.

Senator Smlth. It is my understanding, Mr. McCone, that
you arerthe second largest stockholder in Stanéard 011 of
California, holding'approximately $1 millionﬁbrthof stock, and
that in 1960 Standard 01l of Californila did more than $2 million

worth of business with your wholly owned Joshua Hendy Company
and assoclated Interested in charter hire, and that yoﬁ'have stock-~
holdings 1In Standard 011l of New Jersey. u

It 1s clear that the CIA must make some evliuations, recom-

mendatlons and reports to the Presldent regarding the Middle East

where these two 01l companles are in competitlon with other oil
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companies, and where oll companies have been seized in the past
and also about oil-rich Venezuela.

Do you see any poésibility of conf'lict of interest oﬁ these
matters as CIA dlrector when you have such large holdings in
these o1l comﬁanies?

Mr. McCone. Well, in the first place, the amount of holding,
any holding in Standard 011 of California that you mentioned is
approximately correct. It might be a 1ittle larger than the
figufe you mentioned. I¥ Is far from being %the second larges®
stockholder. There are many stockholders that g;:n;ery much ~-
very much more stock In Standard 01l of California than that
figure.

I hold'no stock in the Standard 011 of New Jersey.

Quite aslde, my opinlon Is that the holding of stock in an
oll company or In several oll companiles would have no effect what-
soever on my actlvlities as Director of Central Intelligence, and
my responslbllibles for the gathering-and correlation and dis-
semlnation of intelligence In any area of %the Qorld.

Senator Smith. Mr. Chairman, there are some questions iIn
my mlnd about the allegatilons that have appeared in the news-
papers about Mr. McCone's relatilonship with the Kalser Company
and the alrcraft productilon contract of the Kailser Company there
are three of four firms which are producers of the ailrcraft, one

of whom lIs the Falrchild Crupany, but I will defer to Senator

W ; )
Bell as Fairchild is in his home state.
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That iIs all I have.

Chalrman Russell. Senator Jackson.

Senator Jackson. Mr. Chalrman, I am sorry I had to leave
early, so I missed some of the questioning.

I merely come at this point, I would like to make the
observation that, as a member of the Jolnt Committee on Atomlc
Energy,I have the opportunity to see and know of the work of
Mr. McCone as Chalrman of the Atomic Energy Commission.

I must say that, looking at the record, as I try now %o
do Impartially, that he demonstrated at all times in hils re-
latlons with ouwr Committee a forthrightness and candor in keeping
s currently Informed as required by the Atomlc Energy Act.

Mr. McCone 1s conceded here, I think, as people realize he

. Is, a very able businessgman and a very able business adminis-

trator. I should add further that Mr. McCone has been rather
prophetic in his stand on varilous ilssues relatling to national
security. I know of this, of course, of my own personal
knowledge in connection with the work of the Committee, and he
hag demonstrated an Inner toughness that is essentlal to doing
that job and thils job, and he took stands in connectlion with
his work as Chairman of the Abtomic Energy Commission that were
not always In accord with the views of the people in his own
adminstration, and I must say that T found a high degree of
Intellectual honesty In connection with the work that he was

engaged in as Chalrman of the Atomic Energy Commission.
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T know that the problem of confllct of Interest is a
difficult one. We have some statutes on the books that have
been there for a hundred years. Applylng to the problems that
we face today 1t makes it very difficult for the government %t
sometlimes get the people in government that we sorely need ano
w1lll need for many years to come. |

I have always been bf the oplinion that the real test in the
long run as to whether a person ls honest and whether he is
forthright. If a man ls a crook he can divest himself of all
of his stock, and he still 1s a croék, but I must say that, base
on what I had an opportunity to observe during the time he
served as Atomlic Energy Commission Chalrman, he seemed to me
to meet the standards that, I think, apply to this most sensltive
poéition.

The question was asked by Mr. Smith, I just wanted to maybe
state 1t again, can you think of anything In connedtion with

~ your present Interesis that would In any wilse make it diffidulﬁ
for you to collect the information impartiaily and to make a
judgment bagsed on that information?

Mr. McCone. None whatsoever, Scenator Jackson. i feel
that my inbterests are such that they present me wilth no confliect
of interest or that they would have no weilght at all with me in
any;judgments I would make.

Sengtor Saltonstall., A 1ittle louq§r.

Mr. McCone, They would have no weight on me or Influence
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on me in any Jjudgments that I would malke.

Senator Jackson. Now, 1n connection with States Marine
matver that has been In the newspapers, too, as I undersﬁand i%.
you had nothing to do with the procuremenﬁ of that contract
prior %o your becomlng Chalrman of the Atomic Energy Commission?

Mr. McCope. No, none whatsoever. I had no interest, have
never had an interest, In States Marine Lines, who were the
company ﬁhat were awarded the contract to operate the Savannah.

I did have some, and sbill do.have,some»interests Wwith the
ownars of States Marine Lines who operate through a series of
companies, like most shipping companies de, So you might say
In . that way I have a relatlonship with the owners of the States
Marine Lines,; but no direct interest.

But behind all of that is the fact that -~ two points which
must be borne in mind, since thils matber has appeared in the
press, quite unfalirly, I might add: one, was that this contract
wag awarded before T was made a member of the Commission, and
furthermore,'the Commlsslon had nothing %o do with 1t except
at the staff level they offered no dissent to the award of the'
contract to States Marine, and this, Ilam told, was done on the
6%h of June.

Senator Jackson. So you had no connection with this directly
or Indirectly?

Mr. McCone. I had no connectlon with 1% at all.

Senator Jackson. That is all.
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Chairman Rugssell. Senator Thurmond has another meeting in a
very short time, and he not only repﬁesents himself but he
represents Che Chairman of ~a. Committee, ‘when I say that
I appreclate Senator Case belng graclous enough to give him an
opportunlby to ask his questions now. Senabtor Thurmond.

Senator Thurmond. Thank you, Mr. Chairman. I wish %o
express my appreclatlon to the Senator from South Dakota, too,
for hils courtesy. |

Me., Chalrmen, I do not have bubt a few questilons,but I

want To make some comments on this nomination.
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I have not had the opportunity of knowing Mr. McConé
well, only through xeputation, but in looking over this
biography, to me it opitomizes what has made America gieat.

W-? e have here a man who went to the public schools, and
£hen he attended college and received a degree; started out
in a minox opposition, and worked his wéy to the top.

I was intorested to learn that he began as a riveter in
the boiler shop of an iron works. Then he became a surveyor
with construction gangs, then a foraman of its steel erector
CTEWS. )

Then when the firm he wag with was merged with others,
he joined the new firm, and serxved in various executive

- positions.

Then he left that budiness to join another concerxrn, and
this_fixm was latef renpaned the Bechtel-McCone Corporation.
It specialized in the design, construction of petyoleum
refineries, processing plants, power plants for installation
throughout the United Btates, South Amevica and in the Persian
Gulf area.

Then anothexr step, 1939, at the outbredk of the war in
Burope, with various buaihesa associates, he.joined the

- Six Companics Group in forming the Seattle-Yscoma Ship
| Building Coyporation, and they built merchant ships fixst
~for the U. 8. Maritime Commission, and later for the British

Government.
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Then another:step, he assisted in the establishment of
the caiifoxnia Ship Building Corporation, served as its
President and general manéger of its Terminal Island Shipyard
out at Los Angeles.

ItIEQCame one of the Nation's principal wartime shipyards
foxr the construction of cargo vessels, tankers, and troop
transperts; |

Then afiter World War II under Mr. McCone‘é leadership,
his company took over the Jbshua Héndy Iron Woxrks iﬁ California,
produceré of heévy machiﬂerf éhd:gqnipment such as ship pro-
pulsion unita,’xeduction,geara and reclamation eqﬁipment,'and
under his'piesidency thig compény fedirected its effbrﬁs tdl
- overseas shipping, par%icularly}the oreséarrjing trade in

South 2merica, and through its Pacific Tankers Diﬁisioh, the
operation of a fleet of oil tankers in the Pacific.

Then in 1945 ancther step, he and his assocliates formed
the Pacific Far Daobtt Line for caxgo trade with Japan, the
Philippines, and China,

Fow, this gentleman has sexrvad the boards of the various
atexprises Cuxtis-Wright cé:poration: Crockerwwﬁee;er Eléct:ical
ManuﬁacturingicOﬁpany: California Bank of Los Angeles;-pacific

- Mutual Life Insurance Company: Industrial indémnity Company';
Stanéar& 0il Companyiof Caliqunia% Wéstern-nanking Coxporation;
Fqunders Fire and Marine Insurance Company: and Trans-World

Airlines.
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Mr. Chairman, I don‘t think I have ever seen a biography
Jf a person who has shown a more gteady growth in hig life
than thig gentleman. Starting as a riveter in a boilexr éhop,
and he hag risen to be President of tremendous corpoxations
engaged in national defense work, which heipgé us to win
World War IXI; then he huas becomz a director for some of the
leading corporations andAcompanies of these United States.
I.just vanted to comment on that.

Then, this gentleman has not only made a success and met
payrolls and had practical experience which, I think, is so
valuabie to anyone who serves in a position of government and
in a position that he is going‘to'serve in now, his executive
experience, his work all the way up the linég will be of
tremendous benefit to him, his work as an employee, his work
as an employex, his work as President of his company, will all
be of great kenefit to him.

But he has taken time out to serve our governmant. His
ability, his character, have been recoénized'not_by just one
adminiétrationr a partisan administration, but by éeveral
administrations.

In the fail of 1947 he was appoihted by President Truman
as a member of the President's air poiicy commission. Then
from Maxch to November 1948 he served as Special Deputy to
the Secretary of Defense Forrestal, and in May 1950 he was
appointed Under Secretary o the Air Force, and I might say that
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when he left the government then he was presented with'é very
high medal for exceptional civilian service. He was given the
Exception Cilvilian Service Award which cited him for his pare
in the doubling of American nllitaxy aircrafé production during
that eritical year of ithe Korean Waz.

Then when Pregsident Ricenhower caome iﬁ; Mr. McCone served
in his administration. In 1954 he was a menber of Secretary
of State Dulles® Public Committee on Personnel; on the sixth
of June, 1958 President Eisenhower nominated him for a fivee
year term as a member of the United States Atomic Energy
COmmission,‘one of the most vital and imporﬁant conmissions in
our goveﬁnment, one of the most sensitive, one requiring, I
think, the utmost of confidence in an individual.

The Senate has already acted on his qualities and his

- character and hig ability to £ill a position when they confirmed
him on the l4th of July, 1958 ox I shuﬁld say on the 9ch of
Julyq On the 14¢th of July i believe he became Chéirman of
the Commigsion.

This gentleman has not only made a sﬁccess of his own busi-
ness and dembnstrated his outstanding ability and his character
in private life and in'govérnment but he‘has given congsiderable
time to civic, philaﬁthrbéié and educational activities. He
has been a director of the Stan “ord Research Institute, a trustee
of the California Institute of Technology, a regent of the

Loyola University, In 1955 Pope Pius 3II made Mr.’iiCone a
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Inight of St. Gregory.

In 1956 he awarded him the Grand Cross of the Order of
St. Sylvester.

In Haxch 1956 he sexved as President Eisenhower's personal
representative to the Vatican at the Pope's 80th birthday
celebration, and he, with Secretary of State Dulles and Mrs.
Clare Booth Luce, represented the President at the funeral of
Pope Pius XII.

He has been honored by many institutions Qith honorary
degress, including the University of Californié, Notre Dame;
Fordham, Clarkson College of Technology and Catholic University
of America.

Mr. Chairman, as I said a few moments ago, €0 me a record
like that is just almost unsurpassed, and I cannot imagine
any Member of the Senate thinkiné of cagsting his vote against
a great American like this, a man who has demonsitrated
character, ability, encrgy, industry, enthusiasm, stixreduup
public gservice, and all of the fine things for which this
countyy stands in the way of sexving and civic and edacational
and bhilanthropic and other activities for the good of the
country.

I do not have any questions. I just want to make those
comments because, it seems to me, that we are very fortunate
to have a man like this to accept this poaition.

I predict that with Mr. McCone as the Director the CIA
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will be made the most effective 1nsnrument of government that
it has ever becn since it was founded.

I predict that under his administration greap: Sezvico i

will be rendered o our country. I congratulate the President

of the ﬁnited States, President Kennedy, for.appointing thisg
gentlemaﬁi and I am delighted that he has agreed to serve.

I want to say fufthg%.that there was some point‘made
here aboult some com9lain§fraised about his outspoken oposition
to an unpoliced moratorium on nuclear weapons testing and
that he has publicly issued strong warnings of the danger
to the United States if we did not resume testing. |

I canhot imagéfa-sounder positiop one could take than
he tock on that iésue, and he was in a position to know the
dangexr to Ehis country, and heAwas-in é‘position to warn the
people of this councry.

I think he would have been negligent in his duty if he
had not warned the people of the United States of the coﬁsem'
quences of not resuming testing. So far as I am concerned,
M. MccOne, I am very grateful that we have a man like you
€0 sexve in ocur government. Thank you. |

Chairman Russell. Senator Case.

Serator Cage. Thank you, Mr. Chairman.

Mr. McCona, what I have heard about you and read about
you all suggests to me that I covet for the government and for

the Directorship of CIA a man of you ability and a man of your
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wide knowledge.
I do have some question I want to ask you, because I
wanrt to give you an oppogtunity to establish in whatever way
- you think it appropriate, in response to these questions, your
ohjectiviéy in handling the matters that come up with CIA.
I vealize that at one point in your statement this
morning you said that you did not regard the Central Intelligence
Agency ag policy-making; is that correct?

i Fls Mr. McCone. That is correct, Senator.
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FIRé4i Senator Case. But shortly after that you said that you
o proposed to name the deputy to a position on the board where
he would become the advocate of the agency's position.

What dd you mean by having an advocate of the agency!'s
poslition 1f he 1s not to .advocate the policy decision?

Mr, MeCone. I did not get the last part.

Senator Cage. What do you have in mind thawu the.depuﬁy
would do as "an advocate of the agency's position", unless
the agency had a decislon that bore on policy-making?

NMr., McCone. Well, this had to do wlth the représenta-
tion on the United States Intelligence Board. The Unived

States Intelligence Board is a board composed of representa-

tives of all components of the intellisence community, and
they assemble once a wegk, and there they review all matters
relating to intelligence and, quite naturally, there are difl-
ferences 1n viewpoint, differences of emphasis on intelli-
gence findings and reports on the part of the reprégentatives
of the various components, various members of the community.
Now, it is in thé adjustment and the reconciliation of
these differénc views that I wished, as Cﬁairman of' the Board,
to be able to sit in a pufely objective role, énd to have as
my deputy, the agency's repfesentative on the board so that
ha could expiain to the board and advance the arguments con-

cerning the agency'!s particular viewpoint on any issue if it

differed from the viewpolnt of other members of the community.
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senator Case. When you referred to'the agency's view-
point, do you mean its ~- or 1ts position, do you mean its
-~ policy position or 1vs evaluation of the intelligence?

Mr., McCone, I mean its evaluation.

Senator Case., Evaluation of the intelligence?

Mf. McCone, That is right, and policies concerning in-
telligence undertakings and activities and the organization
of the intelligehce comﬁunity.

Senator Case, It seems to mé that there in the last
qualiflcation you staﬁed, you modlified your earlief statement
that the CIA was not policy-making. I was rather hoping that
you would stay with the suggested interpretation that the
agency's position wag one of evaluation of,intelligence rather
than the rccommendation of a policy.

Mr, McCone. I think, Senator, under what we are Galk-

“Ing sbout is ﬁolicy within the intelligence community versus

policy of the government itself. Quite naturally within a
community as large aé the intelligence community, there are
many policy matters relating to the operation of this com-
munity. But that has nothing to do with the basic policiles
in forelgn affairs that are of concern to the President and
Secretafy of State and others,

Senator Case. Well, for example, the bimihg of the U-2
flight, would that be in the policy area?

Mr. McCone, Any such matter of that type, if it were
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ever %o ariae,.would be a policy determined by higher
, authofity.

3enator Case. What about a decision, 1f it were made,
in connection with the Battle of the Bay of Pigs to have or
not to have alr cover, follow-up, an effort of that sort;
would that be policy?

Mr, McCone. I think that is dealing in an area, Senator,
on which I am not competent to answer because I was not here
at the time, and itlis a greatly debated question, and one
in which there were varying viewpoints, and I do not think I
am competent to answer that questilon or to answerfyour ques ~
tion against that example. | |

Senator Case. Well, do you;propose to set guidelines

for members of your gtaff in matﬁers of that kind? I do not
know 1% as a matter of fact, but it certainly was suggested
in many reviews in the press, that the decislions relating to
our participation or our encouragement of the ili-fated in-
vasion of Cuba were a step taken under the'encouragement of
the CIA;

Mr, McCone. I cannot answer that question because I do
not know the facts.

Senator Case. Ny f[irst area of interest, Mr, McCone, in
connection with your actlvities, goes back a considerable
time to when I wag a member of the House of Repbesentatives,

and had considerable to do with the establishment of what has
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come o be called the Renegotlation Statute. That was an
amendment which I offered to the 3Sixth Supplemental Defense
Appropriation Bill in the House of Representatives on April
6, 1942, |

We sought at that time, in establishing renegotiation,
to provide a method wheveby the government could expedite its
prepavredness effort without walting until a firm contract
could be arranged, and also where a contract could be given
to businesses, elther that it had no cost experience in the
ivtem that was to be produced or where they might even start
with government toolé or government faclilities and producing
something.

We sought to provide a meané whereby the final termina-
tion of costs could be made after an audlt of the actual cosits,

and then the final amount of payment, the final payment based

upon a determination of what would be a fair return,
In the hearings which were conducted by Schuyler Bland,
who was Chairman of the Comnittee on Merchant Marine and

Fisheries at that time, an exhlbit was submitted to Chalrman

Bland from the U3 Maritime Commission which indicated that
with a capital investment of $600,000 the California sShip-
building Corporation made an estimated profit of $44 million;
that it had used fadilities supplied by the government with a
valuation in excess of $25 million.

Further the testimony before the Bland Committee at that
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time indicated that the Comptroller General's representative,
Mr, Casey, Ralph Casey, sald that some of the selected price
contracts were exempted from renegotiation by the Commission,
the Maritime Commission, and 1ts Chairman under authority
conferred by the Renegotiation Actgon the basis that profits
can be determined with reasonable certainty when the contract
price is fixed,

Now, I am sure that I speak advisedly when I say that at
the time the Renegotlation Act was passed that it ﬁas never
intended that a determination by a procurement agency could

walve The operation of renegotlation, Any waiver of renego-

tiation or any acceptance of a fixed price contract in lieu
of it, would have had to have been on the recommendation or
an action by the Price Eﬁjustment Boafd, But apparently in
the California ship operatioﬁs, some were exempted and ap~
parently 1t became possible for a group which you were asso-~
clatved, with a basic investment of $100,000 to make profits
of over $44 million in the space of a couple of years or
less.

Is that a fair statement?

Mr. McCone. No, I do not think it is, Mr. Senator. If
I could just recall, and now I am speaking from events of
now sixteen years ago, and I have only glanced throuéh this
report of the hearings, my attention being directed toward

them because of what I consider an erroneocus article which
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appeared in the newspaper --

Senator Case. If the article is erroneous, this is a
good opportunlty for you to put in the record the facts as
you recall them.

Mr, McCone. I think all of the statements that you made
appear in one way or another in the transcript. However, if
you ﬁould refer to my testimony, which was under oath, you
will see that the facts were somewhat different thatn those
gtatements. That I am my associates provided not $100,000
or $600,000, buv about $3.3 million, as I recall; in stoek or
subordinated loans which were considered by the Maritime Com-
misslon to be the equivalent of stock becauSe they were sub-
ordinated to all obligations of the venture, and in addition
we.. provided bank credits for which we were responsible, . .
amounting to some $ifemillion, I believe,

S0 there was quite 2 substantial exposure on the part
of the stockholgers.

With respect to the $i4 ﬁillion, I have never been able
to qulie reconcile that, although the fees were very substan-
tial, and the reason that they were substantial is that they
were set on a uniform basls by the Marltime Commission for
ail yards, . large and small, and the California'Shib, being one
of theﬂlargesﬁ yards, dglivered the most shipé, and received
the most in gross fees, although not a flgure -- a figure

conslderably less than that. But that figure does not take
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into account the fact that there must be deducted, first,
several million dollars in non-reimbursed costs of the

type that accumulate in a venture of that kind, and which are
not admissible for relmbursement, and I think that figure was
something in the order of $4 million,

Then, of course, all of the contracts except those that
you referred to were subject to renegotiation, and were re-
negotlated, and that is not taken into account in the figure
that was mentloned, and that reduced the gross income by some
amount the details of which I do not recall,

The contracts that were exemptv, és you mentioned, was by
a decision of the Maritime Administration, not by the Calif-
ornia Ship Bullding Corporation, and if there was any viola-
tion ol .the intent of the Congress, it was on the part of the
governnent agency involved, rather than the contractor. |

inally, of course, there was a 95 per cent income tax,
and when that was all taken into acecount, the profits over
the four and a halfl yeéf period, rather than two years or
less, were, while important, were not largevin the order of
‘magnitude of figures that you mentioned,

I am very glad that you brought this matter up because
I am happy for an opportunity to speak on it.

I do want vo also point out that this governhent was
faced with an enormous:requirement for ships far beyond.the

capaclty of the existing shipyards, and what was done was t0
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enploy engineering firms such as mine to £0 out on a manage-
ment basis and deslign and bulld shipyards, to ass;;ble and
train the organlzatlion, and produce the ships, and when it
was all over in 1945, the particular yard that I was inter-

ested in was dismantled and the property returned to the Civy

of Los Angeles.

Senator Case., Mr, Chalrman., I am going to make some
references ©o this hearing of Judge Blands! and I should
like -- I do not want to vake any advantage of the fact that
I have thé hearings 1in front of me and Mr, McCone may not.
1f he wants to supplement any of his answers in the record,
I personally would have no objection tofh%s dolng it. I do
not know what the views of the Committee Qould be about 1it,

but with respect to some of the statements that he has made ~-~

Chalrman Russell., Let us get this cleared up while we
are at it. If Mr. McCone, after refreshing his recollection
and geelng this document that you have there, wishes to add

anything to what he has said, why, 1¢ can appear as an ad-

dendum, but I do not want 1t to appear as testimony given at
the Committee, You'haée that privilege,

Senator Case. This is from the hearings before the
Committee on the lierchant Marine and Fisheriés, House of
Representatives, 79th Congress, 2nd Session, pursuant to the
authority of H. Res. 38, The dates are September 23, 24, 25

and 26, 1946.
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- On page ten of theée hearings in the testimony of Ralph
E., Casey, representative of the General Accounting Office,
appears this statements:

"In many cases there was nothing the General Accounting
Office could do in such a situation in view of the broad
authorivy under which the Commisslon was operating during
the war.period. However, the Comptroller General did hold
that in his opinion thore was no authorivy of law for convert-
ing a cost plus a fixed fee contract to a lump sum contract
after all the work had been performed and where nothing re-
mained bﬁt payment of the amount due, Under date of April
18, 1945 he (the Comptroller General) advised the Chairman of
the Maritime Commission as follows:

"lAccordingly, you are advised that any conversion of
cost Lype contracts into fi#ed_price contracts upon completion
of the work and beflore final payﬁenb has been made.Will not
be recognlzed by this office insofar as such conversions
purport te 1limit the evidence which_the contractor will be
required to furnish in support of vouchers covering payment
under such contracts, and that unless the ﬁguchers covering
reimbursement to contractors are supported by evidence such
as will enable this office to make a satisfactory audit there-
of, credit for any such payments will be withheld in the ac-
counts of the accountable offices concerned.t"

It seems, without going into too much detail, that what
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happened here to avoid the appiication of the renegotiation
statute was that prior to the final settlement, to convert
cost plus contracts into fixed price contracts and to have
the opinion of the head of the Maritime Commission that be-
cause they tendered in that kind of & contract it was not
subject to renegotiation, and Mr, Casey, in his presentation
to the Committee, went on Go say:

"I dare say that at no time in the history of American
businesa,'whether in wartime or in peacetime, have so few
men made go much money with so 1lvtle »isic and-all at the ex-
pease of' the taxpayers not only of this generavion but of
generations to come."

In conneetilon with the hearings, there was submitted as
txhibit 1 a letter Tronm . W, W. Smith, Chairman, to Honor-
able S, 0, Bland, House of Representatives, who was then
Chairman of the Commit tee, an £xhibit A which gave the fees
of shipyard contractors in relavion to their capital invest-
nent .,

Under ship ¢ onstruction contracts with the U, S. Mari-
time Commiasioﬁ as ol June 30, 1946, and that 1ists the
California Ship Building Corporation as using facilities that
cost $25,21%,177; capical investment of shipyard operatcor
$600,000; estimated profits, $44, 423,014,

Now, during the testimony of‘MP, Mébohe, on page 212 of
the hearings, there appears this in the record:
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b 11 "Mr. Bradley. Mr. McCone, the question I want to agk
has to do with your capitalization.‘ This sheet which we
had submitted to us by the Marltime Commission showed a
- capitalization of $600,000 as capital investment of shipyard
operator, and I understood thils morning that by various
figures which you had recited due to stockholders! 1oané.and
iso Torth, you eventually boosted that up to $3,300,000. I
wonder 1f you would go over it again and explain it to me.
"Mr, McCone. Yes, T will do that. In the first'place,
there was o stipulation to the original gontract.
"Mr. Bradley. To which contract 4o you refer?
"Mr, McCone. The original contracts between thé
w/ California Ship Building Corporation and the Maritime Commis-
slon, that the corporation should be provided with $800,000
of' capital subscribed either as stock or as stockholders®
loans subordinated to all obligations .of the corporation.
"NMr, Bradley. That is over and ébove the original
.$Goo;000?
"Np, NeCone, No. I am not now commenting on the éon-
‘ tracﬁual obligations, |
"Mr., Bradley. But I mean yoq,organized originally with
~ @ capltal stock of $600,000; is that correct?
- "Nr, McCone. No, that is not correct, sir. We organized
originally in this way: We subscribed $100;000 as capital
stock, and we subscribed $700,000 of subordihated stockholders!?
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B 12 loans which were subordinated to all oblications of the copr-

poration, including 1us obligations to the Maritime Commis~
sion,

"Mr. Bradley. Now, on the books of the State of
California -~ are you;iHCQrporated under the laws of California?

"Mr, McCone. No, the laws of Delaware.

"Mr . Bradley. what does your structure show there as to
the capltallzation of the California Ship Bullding Company?
Does 1% show $100,000 or what?

"Mr. McCone. Originally it showed $100,000 subseribed,
$100,000 of no par stock subscribed. It shows $600,000 of
no par stock now.

"Mr. Bradley. Well, now where did the $600,000 come

from? Is that a $500,000 stock dividend?

"Mr. McCone. After subscribing the $100,000 of stock
and the $700,000 of subordinated loans and about a year later,
when the Todd Shipyards Corp., retired, we declared a dividend

of' $1,000,000, 50 per cent of which was paid in cash to the

retiring stockholder, who owned 50 per cent of the stock,
incidentally.' |
"Mr, Bradley. In other words, he got $500,000 for his
initial investment of $50,0007
"Mr. McCone., That is correct.
"Mr. Bradley. A ten-to-one dividend. That is a pretty

good dlvidend.
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"Mr. McCone, That is right., Then the other 50 per
cent was paid In the form of a stock dividend, thereby in-
creasing the stock from $100,000 to $600,000.

"Mr, Bradley. Everybody got a ten-to-one cut in the
dividends when the lemon was cut up?

"Mr, McCone. It 1s not correct to say it was a ten-to-
one, beéause of the subordinated loans of $700,000 being, in
effect, equlty capital, because they were subordinated to all
obligations of the corporation and have the same status as
stock."

My interpretation of that, as I read it, was that $1
million was declared as a dividend, for which there had been
originally $100,000 invested, possibly $700,000 in subordinated
loans, but that the $1 million in dividends was distributed
50 that half of it went to>1ncrease the stock from $100,000
to $600,000, and the other $500,000 was paid in cash.

In any event, that was the way in which apparently
California Ship Corporation established the profits which lead '

to the building of a conslderable empire in the Maritime in-

dustry.
During your interrogation by Senator Smith I understood
you to say that you had no direct incerest-in 3tates Marine<?
Mr, McCone. Thaf 1s correct,
Senator Case. You had an indirect interest?
Mr, McCone. No. I explained the'inferest. I had no
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indirect, direct or indirect, interest in States Marine, I
had an interest in other ventufea which were with some of
the owners of States Marine.

senatvor Symington., Will the Senator yield? I did not
hear his first qﬁestion. T would just like to ask him a
guestion.

sSenator Case. Is 1t pertinent to this?

Jenator Symington., Yes.

senator Case. All right.

Senétor Symington, what 1s the problem, is it éxcess
profits? 1Is it lack of integrity? What is the problem that
the Senator is attempting to bring out?

senator Case. I hope, if the Senator will follow the
‘questloning, and he will get clearly Just exactly what I am
driving at.

I started out by sgying that I coveted for the govern~
ment one who had the ability that Mr. McCone has. "I wanted
to eStablish if we could an objectivity in his administration
of CIA which would permit him to exercise on behalf of the

government as director of CIA with the unquestioned abllity

| that he has.

Senator Symington. W1ll the Senator yileld for one more
guntion?
Senator Case.  Yes.

senator Symington, A1l he is trying to know at the time --
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Jenator Case. The Senator is not asking questions but

getting into an argument.
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Senator Symington. I am just asking Tthe questlon. Weren't
These facts known at the time Mr. McCone was approved unani-
mous 1y by the Senate in 1950 and vnanimously by the Senate in
1958, one under a Democratlc adminstratlon and one under‘a
Republican administration? Isn't that a falr question?

Senator Case. I think it i1s a fair question, and the
record will show that. But Mr. McCore has already testified
that he does not have In trust or irrevocable trust, the buslness
interests which he testifled before the Abomic Energy Committec
that he was placling in trust at the time Lhat he‘was conf'Irmed

for the Atomic Energy Commission, and ak page 50 of the hearings

before she Senate sectlon of the Joint Committee on Atomlc Energy,

July 2, 1958, Mr. McCone bestified as follows: ‘

“Gentlemen, in anticlpation of my appearance here today,
Senator Anderson has requested a statement of all my financilal
holdlings, business activitiles and affiliatlions .for incorporation
Into the record of this Committee. This statement has been fur-
nished and Includes both the dlrect and Indirect holdings of my |
own or my wife, _Mrs.'Rosemary McCone. Section 22 of the

Atomlc Energy Act of 1946, as amended, requires that no member

of the Commissilon shall engage in any business, vocation or employ-

ment other than that of serving as a member of the Commission."
And then Mr. McCone went on %o say:
"1p appolnted to the Atomlc Energy Commlﬂsion, I will devote

myself exclusively to the affalrs of the Commission, and during my
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term of offlce will not engage 1In any business, occupation or
profession. "

Now, 1% was upon that testimony and on that basils that the

- Joint Atomlc Energy Commission recommended confirmation of Mr,

McCone in 1958, and 1t was upon that basls that the Senators
voted for him.

We do not have a requirement for the Director of CIA that
requires that he shall not engage in any busineés, vocation or
employment other Than that of serving as a member of the agency,
but Yo make the same observatlon I made this morﬁlng, the Chair-
man stated, very appropriately, I thought, that the Direckorshilp

of the CIA carried with it responsibllities second only to that

- of' the Presldent of the United States, and 1% would seem %to me

that we should have as pood an assurance of the objectivity of
a man, with his undoubted abllity, to apply to the dubies of this
office as the Joint Committee on Atomic Energy and the Sénate.had
in his appolintment to %he hegd of the Atomic Energy Commisslon.

Now, Mr. McCone, de you have an interest ;n or who is the
owner of Global Bulk?

Mr., McCone. I do not know exactly. I know that Mr., Mercer
and others Interested In States Marine are Interested in Global
-’ Bulk, but I do not know who all the owngrs are. I have no
Interest in this Glébal Bulk.

Senator Case. You have no Interest in 1t, direct or

mndlrect?
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Mr. McCone. I have no Interest in 1%, direct or indirect.
Senator Case. TFormer Senabor Ball, who 15 now vice-
presldent of the United States -- or The States Marine Shipping
Lines testifled before the Maritime Commission thatb the Sequoia

Corporation is owned 50 per cent by Trans-World Carrilers, 50
ber cent by Kayser Aluminum, and according to information on
file at the Maritime Commlssion, Trans-World Carriers, in Turn,
i1z ouwned 50 per cent by Global Bulk and 25 per cent by Joshua
Hendy, with another 25 per cent by the San Marino Corporation of
Panama.

You have testifieqd tﬁat you were the soie owner of Joshua
Hendy in the 6perat10ns of* Trans~Wbr1d‘Carriers, of whilch Joshua
Hendy apparently owns one-fourth, and Global Bulk one-half.
Would you say you had no indirect intereét‘in"the.opétatiOn of
Trans-World Carriers? |

Mr. McCone. No, T have a direct interest 1in Trans—Wbrld‘
Carrilers, no questilon about that. Because, as a matter of
record, and this is a change from the sltuvatlion that existed
In 1958, I have persomally acquired and own noy the great
majorlity of the stock in San Marino Corporation and, therefore,
through the sole ownershilp of Joshua:Handy Corporation and the
ownership of 85 per cent of San Marino Corporation, I own
practically half of Trans-World Carriers at Yhis noint.

Senator Case. Isn't it a fact that Global Bulk is wholly

owned by States Marine?® _ _
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Mr. McCome. T do not know that. T know bhat some of the
States Marine owners, Mr. lMercer, particularly, are interested
In Global Bulk, but whether there are others that are Interested
or not, I do not know.

Senator Case. Do you know of any worklng arrangements or
partnerships between the Joshua Hendy Steamship Iine or 1ts
afflliate, Panama Pacific Tankers, and affiliates or subsidlarles
of States Marine?

Mr. McCone. Yes. There are joinb arrangements -~- whether
They are with States.Marine or whether they are with Global Bulk
Carriers, I could not say, but 1t is a 1ittle hard to differen~
tlate bebween The two or three corporate gtructures on States
Marine side.

Senator Case. Do you know whether or not there 1s a working
agreement between States Marine and Global Bulk and the San
Marino Company for the dhartering of certaiﬂ;ggips through
Naviors, a subsidlary of U.S. Steel? )

M. McCone* Yes, I believe there is a working relationship;
the relatlonship between Trans-World Carriers and Naviors and
Trans-World Carriers is, in turn, owned by the reople you havé
iﬁdicated. o |

Senator Case. You have a partnershilp with States Marine
directly or throuvgh a subsidiary in the operabion_of any Nor-
weglan f'lag btankers bullt in Japan for Trans-Wbrid?

Mr. McCone. Yes, we do that; We have a‘tanker that we own
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jointly that was bullt in Japan and registered under a Norwegian
flag, and we havé It under charter from a Norweglan corporation.

Senator Case. Do you recall the name of that ship?

Do you recall the name of that ship?

yr; McCone. I was trylng To think of it. No, I do not
recall 1t, Senator.

Senator Case. Is that vessel engaged in transporting

Mr., McCpone. Transportlng oll; yes, sir.

‘Benator Case. For Standard 011 of California?

Mr. MpCone. For Standard 011 of Californla; yes; sir.

Senator Case. Why is it necessafy to have complicated
arrangements where you bulld vessels iﬁ Germany or.Japén,_and
then leased to Norweglan operators to fly under Paﬁamanian or
Norwegian flags rather than U.S. flags?

Mr. McCone. The veésels are owned by Ndrwegian companilies
and they are operated under Norweglan flags, and that 1s the
only way that they could be competitlve because of the high
costs of Amerlcan flapg operatlons.

Our Amerilcan flag operatlong are restricted to the.‘
protected areas of trade such as the coast-wise and inter-
coastal trade.

Sena#or Case. Do you knoﬁ where The principal oll reserves
of Standard 0il ofRCulifornia are?

Mr. McCone. In a general wag ‘Fes I do, Senator. I know
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they have extensive reserves iIn Arabila and In the off-shore
Island In the “Persian Gulif of Bahrein, and also extensive re-
serves In Sumatra, and in Venezuvala.

Senator Case. Would the fact that you are a stockholder

in Standard of California or that some of the ships In your

shlpplng enterprises and affiliated Interests are engaged in
carrylng oll for Standard of California, prejudice any declsion
you might be called upon to make as to the emphasis of CIA
operations as between a situabion in the Gulf of Mexico or near
Venevvala as compared with a situvatlion iIn the Middle East?

Mr. McCone. . Yone whabtsoever, in my opinilon.

Senator Case. Now to this operatlon of Savannah. Isn't if
correct that your nominatilon by Pfesidenﬁ Eisenhower for the
Chairménship of the Atomlc Energy Commisslon came or was made
on the 6th of June, 19587

Mr. McCone. It was announced on that day, yes.

Senator Case. I suppose 1L had been discussed some 4in
advance of that, that is, you probably had been apprilsed of
conglderation for that before then? | |

Mr, McCone. With the President, yes. |

Senator Case.. Is 1t purely coincldehce that that was the
date on whlch the Maxitvlme Board revised its 113t of best-
qualifled companies for the selection of an operator for the
Savannah?

Me. MeCone. Yes, I think 1t is pure coincidence, because I
Iphﬂﬂeﬂd’okRﬁtél&éQOOdﬂli& THA-RDP64B00346R000400080010-3
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Senatox Case. I wanted to give yvou an opportunity to
get that on the recoxrd, if that is the fact, and I will ask
you an even more direct question so that you can put it in
the record as you want. Did you at any time discuss the
operation of the Savannah with Pregident Eisenhowef oxr ‘the
then Secretary of Commerce or the Under Secretary of Commerce,
Lewis Rothschild?

Hy. McCone. No, at no time.

Sonacoxr Case. This morning when we touched on this
question of £iling a statement of interests, ownership and
official connection, if I remémher correctly y&u stated that
you have no bbjection to establishing the same kind of an
irrevocable trust for your holdings during the time that you
mighte be Dirxector of CIA that you did at the time you went
on the Atomic Ene%gy Commission or became its chaixman;

‘Now, if I misstated your position, I want you to correct
it, but if that is a correct recollection of what you sazd, by
direct question now I will ask you would you be willing to
submit a list of those holdings to the Subcommittee, and‘I am
}noé on %he:subcommiﬁtee,.but to the Subcommittee of which the
Chairman has designnted menbers of that purpose in connection
secrecaryalips in the Department of Defense, and with respect
to these holdings establish the same trust that you did in
connection with your holdings at the time you went on the

Atomic Enexqgy Commission?
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Fr. McCone. Well, I would be perfectly willing to submit 
0 ¢he Chairman or to anyone he would designate a list of my
holdings foxr revicw, and I could do that as prompily as I could
assemblé tham.

I see no ~= I have no cobhjection to the establishing of an
irrevocable trust if there is keagon to do so;. I feld the
péculiar wording and restrictions of the Atomic Energy Act
made it advisable to establish that trust at that time. I do
not: think that situation is existént iﬂ connection with this
office.

Senator Case. Of course, that is the Act of 1946, I
believe, which cstablished that, and it was not a 100 year
old statute in that connection. It may be 100 years, it maybe
a 100 year 61d statute with respect to defense officials, but
the Atomic Energy Act was 1946, I believe.

Mr. McCone. I think so.

Senator Case. Thank you very much, Mr. McCone.

Thank you, Mr. Chairman.

Chairman Russell. Mr. lMcCone, do you own.anyhstock hqldings i
in any airplane manufacturing company?

Mr, McCone. No, gir.

Chairman Russell. Senaﬁor Ba;tlett.

Senator Barblett. Mr. McCone, do you happen to knowiwhere

States Marine has its headquaxrters?

Mr. McCone. In New York. .-
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Senatox Baritlett. Joshua Hendy is exclusively engaged,
Mr. McCone, in the shipping business?

Mr. McCone. Thatis correct.

Senator Barxtlett. And principally in carrying ore to
the South American trade and opeiating a fleet of oil tankers?

M¢. McCone. No. It hag, in addition, a coast wise and
intercoésﬁal trade in.which e principally in the movement
of chemlcals.

' Sénééor.aﬁrtleﬁt“ Under what name?

Mr. McCone. Joshua Hendy.

Senatoxr Bértlett. Hiow many shipé are engaged in the
intercoastal trade?

M. McCone. Three ox four;

Senator Bartlect. I believe you said, Mr. McCone, that
U.8. flag tonkers cannot compete other than in the intra and
intercoastal trade. Is this a litepally correct statement?

M. Mcccne; I think it is'corract, yes, The diffargnfial
in costs between the American f£lag operation and a foreigh
flag operation is very large.

Senatox Bartlgtta So U.S. flag taﬁkers only cafry oil
from onelﬁmerican ﬁeint to éncthe:?

Mr. McCone. Very, very few RAmericin flag tankess are
ore carriers and operate in the off fhore trade for compatitive

reasong.
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Senator Smith thaﬁ her information about the dollar value of
vour holdings of Standard Oil of Californié may havé,been on
| the consexvative side, but thatlhéi statement to the'effect (e
- . that you are the second largest individual stockholder in that
company ig erroncous because there are several ochers who are
larger stockholdexs?
Mr. McConec. YVYes. I imagine there would be a great many.
My holdings are rather nominal as compared with some accumula-
tiong of stock of that or other major oil ceompanies.
Senacor Bartlett. I am glad for the addition.
Mr. McCone, do you know if Standard 0il of California
‘iz a membexr of the Arabion~ American Oil Company?
- Mr. McCeones VYes, it is.
Senator Bartlett. 2and, of course, all of us have heard
that this company, operating in the Middle East, has 4t various
times intervened or participated or interferrved, whatever.word
ShOuld properly be appliéd, in “the operations of governments
in those areas and, so far as I know, these are merely allega-
tions, but they have been printed and discussed. Would you
have any comment to make upon that situation?
M. McCone. No, I would have no comment because I have
- | ‘not pexsonally read or heard of those allegations. In my
érips to the Middle East, I have observed that the ARAMCO
peqple handled their relationship with the governments of'
Arabia and Bahxein Xsland in a very satisfactory way., o re-
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Senator Bartlett. There are five companies in the
American-Iranian 0il Company?

Mr. McCone. I think there are four. I think ARAMCO
1s composed of Standard of California and Texas Company, who
originated the venture, and have been Joined by Standard of
Jersey and Mobil Qi1l.

Senator Bartlett. And of these four companlies, you
hold stock in --

Mr. McCone. In Standard of California only.

Senator Bartlett. Only?

Mr., McCone. Yes,

Senator Bartlett. Mr. McCone, as was the case wilth
Senator Jackson, I, to my own disappointment, was required to
leave the Committee room about the time that Senator Symlngton
started to questlion you, and so a couple of questlions here I
would like to put to you may be repetitive, and I hope you will
bear with me.

I should like to refer especially to the sixth and last
questlon submitted by Senator McCarthy -in the statement which
he presented this morning, that question belng this:

"What are the facts with regard to the charge of the
-’  nomineets attempt to have the sclentists fired at the Callfornis
Institute of Technology?"

Mr. McCone. Senator, as I explained this morning, my

communication with the scientists at the California Institute
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of Technology over the incldent with which you are familiar
was directly with them, not with the university or not with
them through the unlversity.

The letter which I wrote was addressed to Dr. Iaurlsten
and his reply was directed to me, and my file copy of the letter
does not ilndicate that copies of the letter were sent to elther
the Board of Trusteés or the president of the university.

So there was no officlal transmission to the Board of Trustees
of my communication.

I preferred then to take the matter up directly with
Dr. ILauristen and his group. I made no offilcial request to the
Board of Trustees to fire anybody, and none were flred, to my
kmowledge.

Senator Bartlett. May I pursue that one step further.
Did you make any unofficlal request?

Mr. Mdcone. NB, I made no unofficialirequest. I would be
leas than frank with you if I did not say‘thaf there were a
few people that knew that I was quite annoyed.and disturbéd
at the pqsition that had been taken by them.

ﬁut I made no offlcial oﬁ unofficial request that they
be dlscharged. |

| Senator Bartlett. You expressed and voiced your dis-»
pleasure but did noﬁ txy to cause them to lose their Jobs?

Mr, McCone. That is ripht.

Senator Barﬁlétti Now, on page 8 of Senator McCarthyis
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statement reference 1s made to that letter you wrote to Dr.
Iauristen, October 15, 1956, in which you state that:

"The Natlonal Academy of Sclences has issued a report
this year completely discounting such danger," and "such
danger" has to do with the radloactive fallout from H-Bomb
tests,

Lo you know, Mr. McCone, if the National Academy of
Sciences has changed 1ts vieus relatlng to this since then?

Mr. McCone.' I do not know of any official statement.
They put out a report in the spring of 1958 that dealt with the
question of the genetic and other effects from radioactive fall~
out resulting from reference to testing, and, as I recall the
report, it tended to minimlze the effects at the level of radia-
tion,at the then exilsting level of radiation or the level to
be expected from the tests that had taken place or mlght be
expected 1f tests were continued at about that level.

Senator Bartlett. That is only the tests®

Mr, MdCone, It relates only to tests, yes, as I fecall
it.

Now, bear in mind --

Senator Bartlett. Filve years ago, I understand.

Mr. McCone. Of course, thls subject has been reviewed
and re~reviéwed many times, as Senator Jackson kriows, and‘there

are wilde differences of oplnlon among sclentlsts, and sincere

differences of opinion, cohcefning the effeets of radloactive -
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fallout.

| Senator Bartlett. But there i1s no difference of oplnion,
1s there, among sclentlists as to the dangers that would be in-
herent in radloactlve fallout in case one of these bombs was
fo be dropped on any natlon?

Mr., McCone. No, I think there 1s pretty general agreement
that there will result an area of intense radioactivity which
would be lethal, and the extent of that area 1s dependent upoh
the atmospherlc conditions and the wind and all the rest.

But there 1is no difference of opinion among scientists as
to the fact that there would be.serious fadioactive consequences
from an atomlc exchange.

Senator Jackson. Would the Senator yileld for a moment?

I have to go to the Atomlc Energy Commlttee,

Senator Stennis asked me, Mr. Chalrman, who 1s unavoidably
detalned at a meeting, to state that he is sorry he cannot be
here fof the afternoon and that he wanted the record to show

_that he supports Mr. McConets nomination.

Excuse me.

Senator Bartlett. Iine enough.

Now, Mr. McCone - |

Chairman Russell. ILet me say, 1f you will pardon me,
Senator Bartlett, that 1f we conclude 2all of fﬁe examination -
L am not going to cut anybody off, nor will we muzzle Mr, McCohe

in any statement he desives to make -- i1f we can conciude the
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evidence this afternoon, I hope that we may vote on these
nominations today.

If we cannot, we will vote on them at some later time.

Senator Jackson. Mr. Chairman, I Just want to get away
for a 1little bit. We have General Lemnitzer over in connection
with atomle weapons testing, and I feel T should go for Just a
iittle bit, and I will be back.

Chairman usscell. Thank you, Senator.

You may proccead. |

Senator Bartlett. When Senator Smith was engaging in
colloquy with you, Mr. MecCone, she put these words tp you, and
I quote:

"It has been alleged to me that the CIA has, or is

- 8upporting the political activitles of certain ethnic groups

in this country such as the Polish and Hungarian groups, 1Is
this true? What comment do you have on this allegation?”

That was the conclusion of Senator Smith:s questlons
there, and your reply was that you had no comment to make.
Iater on, I belleve that you sald that the basgic purpose of the
CIA is to collect intelligence data, and to carry out other
responsibilities imposed upon 1it, the agency, under the
Act,

I would like to ask you this question.

Whether or not you would care to comment on it is up to

you, of course.
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Would those other responsibillities to which you referred
Include an activity, would those responsibilities possibly
include an activity of the nature referred to by Senator Smith?

Mr, MeCone. I think in the activitiles of the agency,
and without confining it to this particular question of Senator
Smith, I think I would feel compelled to act under the dlrection
of the Presldent in assisting, to the extent the agency is
competent, in carrying out his program of conducting affairs
in the best interests of this country.

I think I would pursue that so long as I felt that it
did not Involve a violatlon, a clear viclation of my oath of
office, which is %o uphold the Constitution. If a conflict
arose wlth respect to that oath of offide, naturally, I would
have to refuse or resign.

Senator Bartlett. I want to be sure, Mr. McCone -~ thank
you for that very helpful statement -- additlonally, I want to
be sure that I understand you absolutely thére. As I géther
from what you said, in an activlty of this kind, if it were to
be undertaken, this would be a pollcy determined not by the
CIA, but by hlgher authority?

Mr. McCone. Naturally, 1t would have to be determined by
others.

Senator Bartlett., That is all, Mr. Chairman.

Chalrman Russell, As a matter of national policy, and

speaklng as a cltlzen and not as a nominee for this position,
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Mr. McCone, do you see anything immoral or wrong about any
egency of this Government undertaking to encourage ethnle groups
in this country that have brethren behind the Iron Curtain to
look at matters from the standpoint of thls country rather than
of the Sovliet Union?

Mr. McCone. ©No, sir, I do not. I think 1t very lmportant
and I think it becomes Increasingly important és we realize how
energetic the Communlists are in trying to infiluence thé ethnic
groups and labor groups and student groups throughout the world
in indoctrinating tﬁem and capturing them into the Communist
orbit.

Chairman Russell. Our enemies are certainly trying to seek
to destroy us in every possible way, appealing to all ethnic
groups in any way they can get theilr hands on them. I do not
see any reason why we should have our hands tied.

Senator Bush?

Senator Saltonstall. Will the Senator yield? T would
llke just Yo supplement what the Chalrman has said. Is it not
true, Mr. McCone, in your understanding of the CIa, that any
work on the ethnle groups in this country would not be within
the provinée of the CIA, in any event; am I correct in that?

Mr. McCone. I cannot answer that, Senator.

Senator Saltonstall. Perhaps that should not be answered,

Senator Bush. Mr. Chalrman, I want to congratulate

President Kennedy upon thils nomination. I think 1t i8 one of
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the best that he has made, and I want to congratulate Mr. McCone
upon being willling to accept this very heavy burden of respon-
siblillity.

It 1s a heavy burden, and it requires a man of great
integrity and courage and trustworthlness and 2bllilty, demon-
strated abllity,

I know of my own knowledge of Mr. Mcbone that he 1s the
man that possesses these quallties to a marked degree, and I
take great comfort in this nomination for that reason.

Furthermore, I know him to be a deeply religious man and
one who understands better than most, and I believe as well as
any, the nature of the Communist menace with which we are faced.
SOVI believe, Mr. Chalrman, that he 1s in all respects which
can be reasonably taken into account in connection with this
kind of ah appointment, that he is fully qualifiled and will glve
a wonderful account of himself in this new post with this great
responsibllity, which he will shortly assume.

‘I only have one or two questions, perhaps, Mr. McCone.
There was some discussion this morning about the President's
letter to you in whlch he referred to your Deputy whom he has
designated to serve as a member of the Board; later, that he
would expect you to delegate to your principal Deputy, as you
may deem necessary, so much of the direction of the detailed
operatlon of the agency as may be required to permit you to

carry out your primary task as Director of Central Intelllgence.
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My recollection 1s that General Cabell is the Deputy at
the present time.
Mr. McCone. Thaﬁ is correct.
Senator Bush. Am I correect in my recollection that he is
resigning some tlime in the near fubure?
Mr. McCone. Yes, the 31lst of January, he 1s retiring
from service.
Senator Bush. He retires?
Mr., McCone. Yes.
Senator Bush. W1ll the selectlon of your Beputy be one
of your chilef responsibllities? |
Mr. McCone. By law the appointment of the Députy Director
is a Ppresidential appointment, to be confirmed by the Senate.
Senator Bush. So you wilill have the responslibility, then,
of recommehding the Deputy to the President, i1s that correct?
Mr . MCCone. I think I will have the privilege of recom-
mending him,
Senator Bush. Have the privilege?
Mr. McCone. YVYes,
Senator Bush. I have observed that in the CIA either
the Deputy or the Chairman'has always been a high ranking miil-
tary person. General Bedell Smith, I belleve, was the Chairman
“of the CIA, himself, or the Director of the CIA, himself, but,

otherwlse, when we have had a civillan Director, we have

usually had a high ranking mllitary officer there, which has
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always impressed me favorably.

Would you care to tell the Committee whether you feel dis-
posed to recommend the appointment of a military person for this
Job of Deputy or not?

Mr. McCone. I think, first, because of the responsibilities
that are going to be thrown on this man, for the reasons mentioned
in thls letter, which are greater perhaps than they have been
in the past, we will want to search out the most competent and
able man that we can get and who is willing to undertake'the
Job, and it wlll be no easy Job.

Now, 1if that is a mllitary man, I think that would be a
most satisfactory arrangement. There are a number of reasons for
this.

In the first place, military men are usually well trained
in adminlstrative responsibilities, and this will be a blg
adminlstratlive task.

And, secondly, there 1s an intimate interrelationship
between the agency and the milltary establishment.

And, finally, by law, in the event of war, a very sub-
stantial sectlon of the agency goes into the military command,
There 1is no requlrement in the Act that calls Ffor a military man
as the alternate to the Director. The Act states that if the
Director 1s a military mean, then the Deputy must be a clvilian,
but it does not state the vice-versa of that.

I would hope, in summary, I would first look over the
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avallable military officers to see 1if one might be avallable who
had the competence and the qualificatlions for the job. That
would be my preference.

Senator Bush. I have no other questions.

Chalrman Russell; I may say to you, Mr. McCone, for
whatever 1t may be worth, I think it is highly desirable for a
clvllian to have someone who has had training in military intel-
ligence; that is, to assist him in this agency.

| If you can possibly get a millitary man that you can work
with, T think the converée of what the Act says is what the
Congress had in mind when thej provided that 1f he be a milltary
man, that he should have a civilian Deputy. . We have had
milltary men Directors on a great many occaslons.

Admiral Hillenkoetter -- I do not guarantee that pronuncia-f
tion -- was the Dlrector for a long time and General Bedell |
Smith was requlred to have a civilian specifically, but I am
Sure we have mllitary men who have the training and patriotism
that would fit them into this position very well,

Senator Bush., Mr. Chairman, I do not mean %o interrupt,
but I would like to add my own comment entirely in support of

‘what you have just sald on that, and to observe that I think

1t has been wonderful since I have been here, one of the things

_ that has Impressed me most has been the quality of our high

ranking military men that come to the surface after 30 or more

years of service in the military organilzatio
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I do not think we bring up in any walk of American life
finer citizens, men of greater ability, versatility, depend-
ablllty, patrlotlsm and so forth, than in the men that even-
tuvally come to the top 1n our Services.

So I join the Chalrman in hoping fhat you wlll continue
In the tradition, if 1t is that, and find a man in the Services
to be your Deputy, in the Milltary Services.

Chalrman Russell. Senator Cannon?

////;57§gﬁator Cannon. Thank you, Mr. Chalrman.

Mr. McCone, there was one point raised this morning that
left some confusion in my mind, and I would like to correct the
record on it,

When Senator McCarthy referred to a quotation of Hansen
Baldwin In which he sald, "It should be clear that intelligence
1s too important to be left to the unsupervised," I gathered
the impression from the answer that actually the CIA was super-
vised by some agency, and I do not belleve that 1s,correcf.

I vwonder, would you care to state 1s there any agency that
supervlises, exerclses supervisqry control over the CIA?

Mr. MeCone. No, there is none. I am sorry i1f my response

gave that lmpression. There is none.
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Senator Cannon. I think that the inference was ﬁade that
the National Sccurity Council, perhaps, exercised some
Superviﬂbry pover, but they simply recommend, make recommengations

- to the Pfesiﬂent, 1s that cérrect?

Mr, McCone. Yes. By lau the agency reports to‘the 
National Secuxity Coﬁncil, and the National Secﬁrity council
takes a very considerable cognizance, it has in the past, over
the operations of The agency. Dut I wouldn't term.it‘that-that
wag supervisory. Huovever, the point that I wag maklng was that
in many fiélds of our-activities,.our foreign activities, there
is established and under this administraﬁion and the past,

proper'supervisory-arrangements of an interdepartmental nature,

j“_ Senator Cannono' Now Mwe. McCone, ybu stated a few moments
ago that you would feel obliged to follow the Instructlions and
directions of the President, unless 1t was clearly in vlolation
of your oath o support and defend the Constitution of the Uﬁited
States. Senator McCarthy raised bthe point on page 4 of his
statement concerning the 1ega1'or Constltutional Justificatilon
for certain actions, and in that connection I would like to aék
you whether ox not you feel that if the CIA Weﬁe to interfere
or to assist in the overthréw of the goveinment of anﬁ foreign
-’ country;‘that would be & wiolation of your Constitutilonal
authority.

Mr, McCone. Well, that 1s an answer, a rather difficult
hypothetical question to answer, Senator: I think that there
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‘agailn 1t would really depend upon the actions that might be

indicated in support of the President's foreign policies and
desired by him and hié determlnation to conduct this'foreign
policy to meet the best interests of the United Stabes and our
determined ‘effort to fight back the intrusion of bommunism.

I would be inclined to suﬁport his efforts.in this regard
bagsed on his Presldential prerogabtives andAhié Presidential
authority. It would have to be quite an extremé cese, I éhould
Think, before I would feel that 1t was a violation of Constitu-
tilonal rlghts of the executlve branch of the government.

Senator Cannon. But certéinly you wou1d n0t feel that you
had the aufhority to take any such actlons without specific
approval aﬁd direétion of ﬁhe President?-

Mr. McCone. Oh, that is correct.

Senator Cannon. And that short of that, your authority.
would be 1limited solely to the collebtion, evaluatlon and dissem-
ination of Intelligence type data, intelligence type of infor-
mat lon?

| Mr, McCone. That is correct.

Senator Cannon. I was concerned about Senator McCarthy's
etatemént that the CIA takes the credit for the overthﬁowof
Dr. Arbenz as President of Guatemala in 1954. 1Is thdtva' 
recognized fact that CIA ddes take any such credit sdyfar as

you Know?

Mr, McCone. Not that I know of, no.
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SenatorASymington. Will the Senator yileld?

Senator Cannon. I will be happy to yield,

Senator Symington. They run into direct conflict with
other agenciles of goverﬁment in doing that, 1f %that is true,
because the Ambassador there himseif told me that he took
diréct pleaSure, resporsibility ag a result -- i remember the
Ambassador gaid he was the ohe that did 1%. So If it was &
good thing to do, I am sure thét»lots of people would talke
credit for it, and If 1t wasn't, perhaps it would end up in
the CIA.

‘Senator Cannen. I also note the:stﬂtement wherein CIA
supposedly helped equilp an army in the gouth to remove Souvanna
‘Phouma. Now, do you know of any action taken by the CIA in
helping equip an army in the‘Vietnaﬁ gltuation? |

Me, McCone. Not by the CIA.-no. There'WaS'é great deal of
forelgn military ald went into that program,

Senator Cannon, .So I underucand buu I anm Jusﬁ tr&ing to
de1¢neate and define 1n nmy own mingd at 1east'whefe the authority
lies in the CIA and what your rGSponse4as to‘ﬁhat-authority ls,

Mr. McCone, gebting back to this professor situation, T
think jou_have alreadylindicated that you took no direet action
and you made no official communidﬁtﬁonwandvno official request
that these professors be discharged from their duties, and you
stated to Senator Bartlett that there were of course people who

knew you were unhappy Wwith them. Did you, informaliy at Zleast,
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make an unofficial request, and I am just éaying this to txy to
clarlfy the record, make an unofficial veguest or suggestion to
anyone in authority at any time %that these people should be
dlscharged because of their actlons?

Mr, McCone. DNeo, I d4dild not.

Senator Cannon. No further guestions.

Senator Beall. Mr. Chairman, 1t hasn't been my pleasure
to_have knoun Mr., McCone before today, but I have been certainly
very much lmpressed by what members of thils Committee who have
worked with hilm have had to say, particularly Senator Symington
who has worked wlth him.

I wasn't a member of the Senste in 1950 and '51. I was g
membexr of the other body. At that time we: in west Maryland were
very much concerned about an awarding of a ccntract to Kaiser-
Frazer‘for the construction of the C-119. I believe you took

v away ffom -~ you awarded The contract, didn't you, to Kaiser-
Frazer?-

Mr, McCone. T approved the award at that time.

Senator Beall, Falrchild at Haggerstown was making the
C-119.

Mr, MCCOne;; That 1s correct.,

Senator Beéll. Did you instruct them to turn their
englneering personnel, the blueprints and so forth over to the
Kﬂiser:plant at Willow Run?

Mr. McConec. Not their personnel but the blueprints, which
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were the property of the Air Forée,

Senator Beall. Dub Kalser-Frazer did take some of the
personnel?

Mr. McCone. As I recall it, and this was a long tlme ago,
ag I recall it they entered into a rnutual assistance contract
of some kind which may have requilrcd some pérsonhel.

SenatorlBeall. Wasn'{ 1t a‘féct that Falrchild were bullding
the C~—119. for~$26,goo? | “
© Mp. NeCone.  Just aboub.

Senatbr Beall. And Kaicer~ﬁraéer charged $1,200,0007?

lr. MceCone., Information'of that'na?ure‘came out in the June
1953 hearing, but I left the Air Forée prlor to the time that
Kai;eruFrazer pfoduction had started, between QOctober 1951 and
Juné 1953 I did not have the informatilon on costs and so forth.
But when this hearing which was at my bwn}request Wwas held by a
Subcommlttea of Thils Committce, Informatlon came out that the
then preoduction of Kaiser-Frazer plant was in‘the order of -~
1t was a véry high figure, and I iméginc‘that you got that
figure from the vecord. I haven't looked at the record, but it
sounds~famiiiar to ne.

How, theré'are many factors that ehter into that. Kaisepr-

Frazer was getting stavrted and the Hapggerstown plant had been

-

going for sevexal years, so there was a point onhlearning curve,
A1l of those things Wwere a part of the comparison. I &m nob
In a positlon to comment on the perfcrmanée of Kalmer-Frazep
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except that thege who testifled for the Aly Force and who
were famlliar with it seemed to feel that the costs were quilte
high, disappointingly so. |

senator Beall, Do you remember wWwritlng a memorandum
warning the costs of the C-119 being nroduced by Kaiser-Frazer
might become loaded with costs properly attributable to Kaiserﬂs'
automoblle enterprise?

Mr. McCone, Yes; I wrote that memorandum wiﬁh respeet
not only to Kaiser-Frazer but to séveral others. The circumstance
wag this. Ve were going.through the trangition of g pea&e—timg
economy to really a war-time economy, and ve were utilizing
cemmercial plants, automobile plants‘and engine plants for the
manufacture of airplanes énd engines and all the rest, and I was
fearful that the cost of the transition would be loaded on our
contracts, and therefire, I ﬁrote a memorandum to the Chief bf
Staff of the Air Force and the Chilef of the Alr Materiel Command
urging that injgﬁgiﬁzzgszthese contracts and in setting up
thelxr audlt staffs and so forth that they be very careful that
we didntt‘pay - that the costs of the government were not'LCaded
Wwith costs properly chargeable to their commercial operations,

Senator Beall; But you didn't realize that between December
the 5th and the 15th, that this possibility existed at that time,
did you?

Mr, McCone., Your question, sir?

Senator Beall., You did not realize between Daecember the 5th
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and December the 15Uh that this possibility existed. You
discovered that iatex?

Mr, McCone. Yes, I reallzed it right along..

Senator Eaallﬂ Dild you?

Mr. McCone. Because 1t was cbvious to me, having had a
background in the manufacturiﬁg businesg., IC was obvious to
me, It was on Januaxry 5th, as I recall it; that I wrote the
memorandum,

Senator Beall. Thénk you Mr, Chalmman. That 1s all.
Thank you Mr, McCone.

Chalrman Russell., Any furtherIQuestions?

Senator Symingbon. Yes, I would like to malke an obser-
vatlon based on zome testimony here. To The best of my
recollectlon some of the people who have.been‘dirécfors_ef
Central Intelligence have had no intel;igg@ce GXpérience. As T
remember the fifst one was Admirai denéy Souers. Whether he
was in ONI or nob I do not remember. If he was; then he had
gome intelligence as a part of‘ﬁhe,Navy¢ TheAsecond cne, I
belleve, wag elther Generél Bedell Smitﬁg~another miiitary man,
or Admiral Hillonkostter. | |

Chairmén'ﬁussell. Hiiiéqﬁbettér.Was.:second.

Senator Symington;' And:ﬁo'the best of nmy knowlédge, the
careers of neither of thosqfﬁén were primarily intelligence;h
They miay have had 1t Just likﬁ'in vafioﬁs'wdrk you get various
different experiences, If y6u are;ih business you get some
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-accounting or éelling and operating experience. I 40 know one
former head of the Central Intelligence Agency, hils name is
General Vandenberg, ﬁho'was taken from the milltary into
Central Intelligence and objected very bitterly to me that he
%as gbing to do the work, because he said he hédnft had exper-
ience in 1t, and 1t came up again when he was considered |
successfully to be the Vicg Chilef of Staff and Chief of Stafr,
He did not feel that he was.at'hqme in intelligence, because of
tack 6f experience . |
| Serator Case. What about Wild Bill Donovan?

Senator Symiﬁgtbn. I don't think he_waé ever the head of
Centralblntelliéenée,

Senator Case. Not after CIA was created statutorlly. He
directed some activities laber.

Senator Symington. S0 I belleve that the only person
who really had extensive intelligence gxperience aftexr the
CIA was formed and prior to Mr. McConé; certainly on a national
scale was Mr, Allen Dulles, and I know that General Vandenbérg
-wWas limlted, As you know, he was a ccmﬁander of tactical air
in Europe. I am almoet certain that he was not the Air Corps
or Air Force head of intelligence, but T will check that for the
record. In as much ag Mo, McCone in position as senzltive as the
Atomic Energy COmmissioniwould be constantly in matters that
had the highest classification, I would be certain in my own

mind that he had more ~xperience in this filelgd than General
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Véndenberg had pxrior to his taking the position.

Mr, McCone, I would like to ask & coupld of quéstions
here, and I haven!'t the slightest criticism of anybody that
asked anyvquestions iﬁ'this‘hearing, of course, and I know you
Iknow that and I know_you'havenft eithér, This 18 the purpose of
these meetings.

M. o McCone. That ls right.

Senator Symington, Aﬁd some of my colieagues who as the &
mogt detalled questions are the ones that I respect as much as
eny people In the Senate. But I would like to ask some flab-out
guestlons. This is the third time you have appeared before
the Senate; is it not?

Mr. McCone. That ls correct,

Senator Symington. Have you ever done anything illegal.in
business that yocu know of?

Mr, McCone, No, siw,

Senator Symington. .Have you ever done anything unethilcal
In businress that you know of?3

Mr. MecCone. Mo, sir.

anaﬁor symingtbna jWhen you were in private business you
had partners and/or stoakholders, didntt you?

Mr, McCone. That 1s correct.

Senato; Symington. And you dld your best wifhout doing
anything illeéal or unethical to eafn a proflt for yourself and

- your stockholdexrs and partners, is that correct?
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Mr., McCone. That ls correct.
Senator Symlngton. Now 1t is still legal in America,
if not to make a profit at least to try to make a profit, is

0*'
it fve

yrd

Mz, M‘cConéa That is my understanding.

Senator Bush, It is illegal to keep it.

Senator Symington. The Senator from Connectilcut says it is
only illégallto keep 1t, and I believe some éf your testimony
has giveh bractical effect to that observatioﬁ because.you saild
you were béing taxed 95 percent of yoﬁr profits?

‘Mr? McCone. During war time.

Senator Symingbon. I am only stating to you, didn't you
| say 95 percent of your profits were taxed?

Mr, McCone. That is »right. .

Senator Symington. So I think the:rgomewhat Jocular
obserﬁation of:myifriend from Coﬁnecticut has gfeat ﬁerit.

My final question along these lines is this. First,

I would like o say that I think that the Commlttee -- that bhe
Senator from South Dakota, who is one of the most informed

mén that i know , about_this body_and'the laws around 1t, says
that your Deputy Dilrector of Centrﬁl Intelligence has to be
confiimed by the Senate, |

Mr, McCone., That is my undersﬁanding, yes.

Senator Symingtdn. And in s much as that is your under-

standing, and in as much 4s the Chairman of this Committee
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at least implied, if he didn't actually state that the legis-
lative history and scnse of the Congress wag that he should be
a mllitary man, I would hope that you would gilve that
consideration, because I agree with the Chalrman that because
of the nature of your work and the relatlve proximity of the
two organlzations, the Defense Deparbtment and Central Intelligence
Agency which some. times have not worked together entirely
satlsfactorily, and iIn as much as you sald something which I
did not know béforc, namely that in time of war a large part of
you apparatus goes Into the Defense Department, I would hope
that one of the men Senator Bush referred to with 1ong experience
- in the military could be your deputy.

Now my final questlon ig this. This is your third time
and you‘have never had a voté against you yet in the two
pfevious times that you have come before the Senate. Do you
know of any reasoh of any kind, direct or indirect, that would
prevent you from handling this position 1nfacc0rdance wilth the
wishes of the President and your ocath of office?

Mr, McCone. No, I know of none,

Senatoxr Symington.i I have no further questions, Mr,
Chailrman. N

Chairman Russell. Does any other member of the Committee
have additionai queséionsé» Senator Cannon.

Sénator C.nnon, Mr. Chaiﬁman, one question has been raised
In my mind as & result of Senator Beall's question. Why was the
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centract téken from Falrchild aﬁd awarded to Kaiser if you
anticipated that costs might go up by reason of conversion from
automobile wdrk and no experience.

Mr, McCone., Well, the reason for it -- there was no
contract taken away from Fairchild, What happened waé that we
were golng through a vast expanslon of our alrcraft productilon
program, and the agraed producticn needs for this particular
type of alrplace was several times the all-out, 24-hour a day
capaclty of the Haggerstown plant of Failrchild. Thereforé,
the problem that we faced was whether to open up a sécdnd
plant under Fairchild management In Chlcago, Omaha or elsewhere,
o or To take a second source such as Kalser-Frazer., The
recommendations of the Air Materiel Command and the Air Staff
which I approvéd was to Select Kalger-Frazer, who had a large
piant at Willow Run, and we had a recapture clauge in our
contract 0 we'could reposges 1t in ﬁh@ event of an emergency,
and this appeared to_ué o be a.better foundation foﬁ our
expansidn program than the opening up of the Chicagoe plant.

And there were various factors, labor shortage and all the
rest that came into it. But the point, Senator Cannon, is that
there was no contract taken avay from Fairchild.

Senator Cannon. PFailrchild did continue?

Mr. McCone.‘ Fairchiid did contlnue,

Senator Cannon. To operate at their capacity?

Mr. MeCone. A% thelr capacity, that is right.
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Senator Cannon. Thank you vexry much, Thank you, Mr.
Chairman.

Chairman Russell. Any further questions? If no other
member of the Committee has any further questions, Mr.'ﬂCéone,
we Will excuse you Ffor the time being.

Mr. McCeone. Thank you very much, slr.,

Chairman Russell. The Committee wWill go into executive
sesslon here to determine what further steps should be taken,

(Whereupon, at 4:15 p.m. the Committee went into Executive

Session.)
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